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Culture has a potent influence on all consumer behaviour Ir are brought up to follow the beliefs, 


values and customs of their soctety and to avoid behavio owned upon or considered taboo. In 


addiuion to cultural segmentation, marketers have begun to se nt the larger society into smaller subgroups. 
(subcultures) that identify themselves as members of these groups and who share similar customs and ways 


of behaving. These subcultures provide important markeung 


portunities for astute marketing strategists. 


Our discussion of subcultures, therefore, has a narrower he discussion of culture. Instead of 


examining the dominant beliefs, values and customs that extst 


ra 


tire society, this chapter explores 


the marketing opportunities created by the existence of certa liefs, values and customs specific to 


subcultural groups within society. These subcultural divisions are based on a vanety of sociocultural and 


demographic vanables, such as ethnicity, religion, race, age. g sexual preference and working status. In 


¢ small stze of many subcultural markets 


1 alienate significant numbers of customers in the s 


miss viable niche markets, particularly those with ther 


1 miss opportunities to use subcultural channels for distr 


> What is a subculture? 


A subculture can be thought of as a distinct cultural gro 


up that exists as an tdenufiable segment within a 


larger, more complex multicultural society.' The members of a specific subculture possess beliefs, values and 


customs that set them apart from other members of the sa In addition, they adhere to most of the 


societ 
dominant cultural beliefs, values and behavioural patterns of socety We define subculture, then, 
as a distinct cultural group that exists as an identifiable segment Ber more complex society 


Thus the cultural profile of a society or nation can t site of four distinct elements. 


the unique beliefs, values, and customs subscnbed to by ts of specific subcultures. 


2. the central or core cultural themes that are shared by most in 10n, regardless of specific subcul- 
tural memberships 
language used. and 


self-identification 


ure 12 1 presents a model of the relationship 
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lrural groups—people with English- 
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s (NESB)—and the larger culture 
cts, cach subculture has tts own unique 
groups share the dominant traits of the 


ralian culture In this way, Australia ts 


ered to be a culturally diverse society 


Let 


large part a product of the “Australian way of life 


s look at it another way. Each Australian ts in 


La hacoone 


However, at the a ne. cach Australian ts a member 


of vanous subcultures For example, an 18-year-old girl 
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Each part opens with a concise summary of the section's 
main focus and a breakdown of the chapters pertaining 
to it. A model of consumer decision making follows, 


with the related section highlighted for usability. 


Chapter overview 
Each chapter opens 
with a powerful 
colour advertise- 
ment, along with a 


topic overview. 


Colour figures, advertisements and 
illustrations 


Throughout each chapter, key concepts, 


| FIGURE 3.7 Maslow’s hierarchy of needs 


statistics and useful examples are presented with 


Physiobopicat needs 


ee strong colour visual material. 


Maslow, a clinical psychologist, formulated a widely accepted theory of human motivation based on the 
notion of a universal hierarchy of human needs.'* Maslow’s theory identifies five basic levels of human needs, 
which rank in order of importance from low-level (biogenic) needs to higher-level (psychogenic) needs. The 
theory suggests that we seck to satisfy lower-level needs first, and must achieve this sausfaction before higher- 


level needs emerge. The lowest level of chronically unsatisfied need that we experience serves to motivate our 


behaviour. When that need ts reasonably well satisfied, a new (and higher-level) need emerges that we are 
motivated to fulfil. When this need is satisfied, a new (and still higher-level) need emerges, and so on. Of 


course, if a lower-level need experiences some renewed deprivation, it may temporarily become dominant . 
3. Uncertainty avoidance/acceptance 


again. For example, a young man concerned with social needs such as affection and friendship may temporar- 
ily become concerned with safety and security needs when he loses his job 
Figure 3.7 presents Maslow’ hierarchy of needs in diagrammatic form. For clanty, each level is depicted as 


mutually exclusive. According to the theory, however, there is some overlap between cach level, as no need ts 


+. Past present or future orientation 


The nearly exght million households in Australia are arranged into pnvacy pods” of about 200 houscholds each 


Each pod can then be profiled in terms of the 16 typologies. This enables geographic targeting by a range of 


marketers including retailers, political partis, financial organisations and product companies such as Bang & 


behaviour to some extent, the prime motivator—the Olufsen to select which markets to target 


SOCIAL TRENDS RESEARCH 


The spotting of social trends is also of interest to marketers. Several commercial services in the US and else- 


major driving force within the individual—is the lowest 


| ever completely satisfied. For this reason, though all levels of need below the dominant level continue to motivate 
level of need that remains largely unsatisfied 
| Physiological needs 


FIGURE 3.8 | Appealing to a physiological need 
| In the hierarchy of needs theory, the first and most 


basic level of needs is physiological. These needs, Tops ic kids. 


where track emerging values and soctal trends for businesses and government agencies. These include 
AustraliaSCAN™?° (see Box 11.3), which ts based on the US DYG SCAN®.*? It aims to discover and track a 


Boxes and tables 
Statistics and findings are 


which are required to sustain biological life, include range of social trends of interest to marketers. By carefully interpreting social trends and determining which 


food, water, air, shelter, clothing, sex—all the biogenic demographic segments are most affected by a particular group of trends, marketers may gain advance warnings 
needs, in fact, that were listed carlier as pnmary needs 


Figure 3.8 shows a Tip Top ad which appeals to one 


of likely shifts in demand for various product and service categories 


of the physiological needs through the provision of 


BOX 11.3  AustraliaSCAN™ Social Trends Monitor 


food to satisfy the consumer's hunger. 

According to Maslow, physiological needs are 
dominant when they are chronically unsatisfied: For 
] the man who is extremely and dangerously hungry, no Source: Courtesy of Tip Top Bakeries. 


AustrahaSCAN™ is based on an wide-ranging annual survey of 2000 consumers. plus qualitative research. As well as values H 
measurement, it records a wealth of other data on Australians and their lives, their aspirations, their fears, their beliefs and i 
heir relationships with government, business, markets and brands. Companies use the data to develop their product offer- 
ngs ard the manner in which they are promoted. In 2003, AustraliaSCAN identified an overall trend it called ‘a return to ¢ 
Middle Earth,” based on the emerging supremacy of the pragmatic and ‘common sense’ values of Middle Australians as a : 
eaction against the more theoretical post-modern ‘ideologies’ of the 1990s “elites”. Its view was based on several sub-trends. 
A youth version, YouthSCAN has also been developed 


examples are shown in iia 
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presented in clear tables. 
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illustrations. 


Internet info 


{ Growing scepticism has eroded the credibility of all the institutions (business, church, government. activists end experts) i 
H and has left behind a growing self-confidence in people's ability to form their own judgments as to what is right for them in 

} their circumstances. In this world, direct personal experience and the recommendation of friends and acquaintances has taken 

4 ona new value. A growth in appreciation of local shops and outlets and a distrust of ideology is apparent. 

i The increasing demands, from all sources, on Australians’ time, attention and energies were predicted by many to lead 

i to an “epidemic of stress’. This may have been true for some. but for most Australians the converse has occurred. Today ¢ 


End-of-chapter material 


Each chapter contains a chapter 
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summary, key terms and references. 


Summary 


Consumer learning is the process by which individuals 
acquire the purchase and consumption knowledge and 
experience they apply to future related behaviour, While 
some Icarning {s intentional, much learning ts incidental. 
Basic clements that contribute to an understanding of 
Icarning are motivation, cues, response and reinforcement. 

There are two schools of thought as to how individuals 
learn; behavioural theories and cognitive theories, Both 
contribute to an understanding of consumer behaviour, 
Behavioural theorists view learning as observable responses 
to stimuli, while cognitive theorists believe thai learning is 
a function of mental processes. Two types of behavioural 
Icarning theories are classical conditioning and instrumen- 
tal conditioning. New interpretations view traditional clas- 
sical conditioning as associative learning rather than as 
reflexive action. Three principles of classical conditioning 
provide the theoretical underpinnings for many marketing 
applications: repetition, stimulus generalisation and 
stimulus discrimination. 

Instrumental learning theorists believe that learning 
occurs through 2 trial-and-error process in which positive 
outcomes (i.¢. rewards) result in repeat behaviour, Both 
positive and negative reinforcement can be used to encour- 
age the desired behaviour, The ming of learning schedules 
influences how long the learned material is retained. Massed 
learning produces more initial learning than distributed 
learning; however, learning usually persists longer with 
distributed (1.¢. spread-out) reinforcement schedules. 


Cognitive learning theory holds that the kind of learning 
most characteristic of humans is problem solving, Cogni- 
tive theorists are concerned with how information ts 
processed by the human mind: how it ts stored, retained 
and retrieved, A simple model of the structure and opera- 
tion of memory suggests the existence of three separate 
storage units; a sensory store. a shert-term store and a long- 
term store. The processes of memory include rehearsal, 
encoding, storage and retrieval. 

Involvement theory recognises that people become 
attached to products, services or brands to differing degrees. 
It also identifies that they engage in limited information 
processing in situations of low importance or relevance to 
them, and in extensive information processing in situations 
of high relevance. Hemispheral lateralisation theory gives 
rise to the notion that TV is a low-involvement medium 
that results in passive learning. whereas print is a high- 
involvement medium that encourages more cognitive infor- 
mation processing. 

A basic issue among researchers is whether to define 
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Discussion questions 


4, (a) How can the principles of classical conditioning 
theory and nco-Pavlovian theory be applied to the 
devclopment of marketing strategies? 

(b) How {s the classical conditioning concept of repeti- 
tion applied to advertising? 

Kraft. Foods uses family branding, but Sanitarium 
(which makes WeetBix and SoGood) does not Yet both 
compantes are successful. Describe. in ‘learning terms’, 
the conditions under which family branding ts a good 
policy and those under which it is not, What do you 
think are the reasons for the difference in family 
branding policies between Kraft and Sanitarium? 

3. The Gillette Company, which produces the highly 
successful Sensor shaving blade, has recently introduced 

the Gillette Series consisting of shaving cream, skin 

conditioner, antiperspirant and deodorant. How can the 
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end of each chapter, 
arising from the 
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{b) How does information overload affect consumers” 
ability to comprehend an ad and store {tin memory? 

6. Discuss the differences between low- and high-involve- 
ment media. How would you apply an understanding 
of different response styles to the design of TV commer- 
cials and print advertisements? 

7. (a) A cereal marketer ts trying to use the concept of high 

and low involvement to target market segments. 

How should the marketer measure consumers’ fevel 

of involvement with cercal? 


Exercises 


1. Imagine you are the instructor in this course and that 
you are tying to increase students’ participation in class 
discussions. How would you use reinforcement to 
achieve your objective? 

Visit a supermarket. Can you identify any packages 
where the marketers knowledge of stimulus generali- 
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sation and stimulus discrimination has been incorpo: 
rated into the package design? Note these examples and 
present them in class. 

3. How many fingles for products and services can you 
recall? Make 2 list of them, Show the list to a friend. 
Can your friend recall these jingles? Can he or she recall 
more jingles than you? How would you explain the 
differences bewween the vo patterns of recall? 


(b) Gan socnl juctgment theory be used to market cereal 
more eflecarrely? Expluin your answer. 

8. (a) How cam a marketer distinguish between ‘real’ and 
sperices (merely Rebieua!) brand-loyal buyers? Why: 
§s ig teportane for marketers to measure and under- 
stand the cuiferemces berween the two groups? 

{b) What marketing errors in advertising, pricing and 
in-store promoGons mighs occur if a marketer fails 
to destagesh fctween the Nwo groups? 


4. Compare and consras: Emiied and extensive problem 
solving. Relic the stages of ose model described in 
Figure 6S to 2 recems purchase you have made. 

5. Discuss a recent prodect pemhase that you regard as 
bigh involremest. and zacck 
involvement with three fellow scodents. Do they agree 
with your selections? Describe how their points of view 
may be rebted to ther. 
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Case study 

Challenging case studies are included at 
the end of every chapter, ranging from 
theory-based to company-specific. Each 


case invites reflection and analysis and 
is followed by a set of questions. 


Do large companies ‘get away’ with deceptive advertising more easily than small companies because of ufe 
tegulatory enforcement? 
To what extent does consumerism benefit or hinder ethical businesses? 


CASE STUDY 17:1 


The Blood Donation Process 


Douglas Adam, Doctoral Student, Graduate School ( sity of Western Australia 


Geoffrey N. Soutar, Director. Graduate School of Ma 


Blood collection agencies face major problems in coping with an increasing demand for blood and blood 
products at a time when supplies are under threat. The demand for blood has increased because of ageing 
populations, population growth and increases in the number of surgical procedures being performed. However, 
the advent of HIV!® has affected supply in several ways. ‘High-risk’ individuals have been excluded! (Pillavin 
1990) and concerns over infection have led some donors to stop donating and made it more difficult to recruit 
new donors.!!* 

While this scems a bleak picture, the situation is far from hopeless. In Western Australia, for example, 
only 5% of the population are active blood donors. Since it has been estimated that at least 50% of the general 
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population would be suitable as blood donors,"'” there is a large untapped pool of potential donors. Research 


was carried out to help blood-collection agencies find ways of converting potential donors into actual donors, 


and ensure that existing donors continuc to donate. Following prior research into blood and organ donation,'* 


it is assumed that the decision process moves from cognition to affect to behaviour and is influenced by people's 
values, knowledge and attitudes, and the risks they perceive in being a blood donor. See Figure 17.4 


The study 
The first stage in the research used focus groups to develop a questionnaire, while the second phase was quan- 
titative and tested the model in Figure 17.4. A questionnaire, developed from prior research and the focus 


FIGURE 17.4 | A model of people's willingness to donate blood 
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Preface 


Our Australian editions of Consumer Behaviour have proven very successful in the marketplace. However, the 
world of consumer marketing moves on relentlessly and part of the past success of Consumer Behaviour is due 
to the contemporary material contained with the text. 

The continuous innovation of products and brands, along with the increasing globalisation of consumer 
brands, has continued and new commercial and academic studies are revealing amazing insights into the world 
of buyer behaviour. While the US edition of this text provides some of the base material for the book, our 
approach has diverged further from it as we seek to meet the needs of our own market. Thus our approach 
was to incorporate relevant Asia-Pacific content and unique case studies into the basic framework provided 
by the eighth American edition. Where relevant, we also included material from European and other sources 
to give our text a more international focus. We have included a chapter on organisational buyer behaviour 
because it deals with key areas of the economy where marketers can have great influence. Public policy also 
has a decisive effect on the ability of marketers to reach buyers and we have updated and strengthened our 
material in this key area. We have been ruthless in eliminating unnecessary chapters and in pruning others 
to focus on the key issues. 

Forces that have shaped the new edition include the embedded use of the Internet as a mainstream market- 
ing channel and a realisation that buyer behaviour is not only about the purchase of high involvement goods 
and services, but is also about the everyday, habitual and mundane aspects of a buyer's life. We also have 
noticed a greater emphasis on the management of value and plentiful online resources full of advertisements 
and case study material. Through bodies such as the Australia and New Zealand Marketing Academy and its 
Australasian Marketing Journal, as well as the Journal of Asia Pacific Marketing, we have seen a steady growth 
in high quality and insightful research from the region. Allied to this is the continued growth of the market 
research and data mining industries, which generate an abundance of consumer data. Such developments 
could have led us to produce a twin-DVD encyclopaedia of consumer behaviour. Instead, we have systemat- 
ically removed older and outdated material that has lost its relevance in order to keep a volume comparable 
in focus to its predecessor. 

As true believers in the marketing concept, we have tried our best to meet the needs of our consumers— 
academic researchers looking for an overview of the latest research; students, practitioners and teachers of consumer 
behaviour—by providing a text that is highly readable, introducing and succinctly explaining relevant concepts. 
We have supplemented this material with ‘real-world’ examples that illustrate how consumer behaviour concepts 
are used by marketing practitioners to develop and implement effective marketing strategies. We recognise that 
many of our readers come from cultures outside Australia. Some of our students are studying outside Australia 
as well, either through online courses or in Australian university courses conducted outside Australia. 

The book consists of 17 chapters, divided into five parts. Each part is linked through our comprehensive 
decision-making model, which provides a framework for the whole book. Part 1 enables the reader to acquire 
a basic understanding about the diverse world of consumers and how we go about researching, describing 
and understanding this world. Part 1 concludes with a comprehensive examination of market segmentation. 

Part 2 discusses the consumer as an individual. It begins with an exploration of consumer needs and 


motivations, recognising both the rational and emotional bases of many consumer actions. A discussion of 
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personality and the self-concept follows. A comprehensive examination of the impact of consumer percep- 
tion on marketing strategies includes a discussion of product positioning, followed by new material on pricing 
and the perception of value. The discussion of consumer learning then focuses on both limited and extensive 
information processing, including an evaluation of involvement theory and its applications to marketing 
practice. Part 2 concludes with an in-depth examination of consumer attitudes. 

Part 3 is concerned with the social and cultural dimensions of consumer behaviour. It begins with a discus- 
sion of two key social influences on buyer behaviour: marketing communication and reference groups. This 
is followed by an examination of new family role orientations and changing family lifestyles. It then examines 
consumers from the perspective of social status and culture, showing how values, beliefs, language and customs 
shape consumer behaviour. We have completely revised the material in this area and included extended discus- 
sion and research into important subcultural groups such as indigenous Australians. 

Part 4 explores various aspects of consumer decision making. It begins with a more detailed discussion of 
decision making itself. It describes how consumers make product decisions, and offers the reader a simple 
model of consumer decision making that ties together the psychological, social and cultural concepts examined 
throughout the book. This is followed by an analysis of opinion leadership and its role in the diffusion of 
innovations. Part 4 concludes with a chapter on organisational buyer behaviour—sadly neglected in other texts 
but responsible for at least half of all buying. | 

Part 5 addresses the role of buyer behaviour in our society. The true marketing concept involves an exchange 
between parties which benefits both of them. At times, this exchange is unfair or unequal and here the role 
of consumerism and systems of regulation, self-regulation and customer charters must be considered. 

Rather than merely summarising the research of others, we have also reported original research in our case 
studies and looked to identify areas where more research is required, particularly in public policy relating to 
consumer behaviour. We believe this third edition will prove a valuable tool for both academicians and students 


alike. May you grow old ever learning new things! 
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This chapter introduces the study of consumer behaviour as an integral marketing activity that investigates 
the decision making and behaviour of individuals in the roles they play as a consumer, buyer or payer. The 
behaviour of consumers and its study by marketers is an important element of marketing activity. Good organ- 
isations are those that realise their effectiveness in satisfying their target market needs directly impacts upon 
their profitability. The more organisations understand their consumer, the more they can meet their needs 
through effective and efficient marketing strategies. Good marketers and consumer researchers make it their 
business to understand, to predict and to satisfy the needs and wants of consumers. 

Recognising that the consumer is the underpinning of the business is vital. Placing the consumer at the 
centre of business activity is not a new philosophy, indeed some have argued that business has a single purpose 
or focus. To some extent, the origins of this focus can be traced to Peter Drucker who argued as far back as 
1954 that there is only one valid definition of business purpose: to create a customer! It is the customer who 
determines what the business is. As the purpose of the business is to create a customer, any business enter- 
prise has two—and only two—basic functions: marketing and innovation.’ It is such views that drive modern 
business practice combined with changes in technology and culture that give rise to an increasing role for 
studying consumer behaviour within marketing. 

To understand this prominant role, think about the impact of the digital revolution on consumer behav- 
iour. The futuristic thriller Minority Report is set in 2054, where Tom Cruise’s character experiences the ultimate 
one-to-one marketing. As he passes a billboard featuring the American Express card, the billboard becomes a 
hologram presumably visible only to him portraying his picture and personal data and urging him to use the 
card. He then enters a Gap store, where customers are met by voices greeting them by name, asking them 
how they liked previous purchases, and suggesting items that they may like based on their past purchases. 
Indeed, according to this film, the year 2054 will be a marketer's paradise. But in many ways futuristic market- 
ing is already here: shoppers at many supermarket checkouts receive personalised coupons based on their 
purchases; many newspapers allow online readers to create personalised editions in which customised ads are 
featured; and consumers can now purchase highly personalised versions of many products. For example, at 
Nike’s website, buyers can now choose among many models of sneakers in different price ranges, customise 
the chosen shoe using several colours and features (e.g. some models even allow buyers to choose the colours 
of the Nike swoosh and the laces), put a personal ID on each shoe, pay for the product, and have it shipped 
directly to them. 

As we marvel at these new marketing technologies, we must also put them into an appropriate perspec- 
tive. In principle, it is an extension of the salesperson in a local shoe store who recognises customers by name 
and by preferences, or the neighbourhood grocer who remembers the routine daily purchases of each customer 
and places items on the counter before the customer even asks for them, or the small-town jeweller who keeps 
track of customers’ special occasions and prepares a selection of appropriate gifts for them to purchase as 
anniversaries and birthdays approach. All these businesspeople engaged in one-to-one marketing long before 
the term was coined, and many decades before personalised digital communications became available. And the 
objectives of the shoe salesperson, the grocer, and the jeweller were the same then as those of large compa- 
nies today: to attain customers, retain good customers, sell them more products, and make a profit. 

Today, the digital revolution of the marketplace allows much greater customisation of products, services, 
and promotional messages than older marketing tools. By doing so, they enable marketers to build and maintain 
relationships with customers—just like the salesperson, grocer, and jeweller have done for many decades— 
but on a much greater and more efficient scale. Digital technologies also enable marketers to collect and 
analyse increasingly complex data on consumers’ buying patterns and personal characteristics. On the other 


hand, the same technologies enable consumers to find more information about products and services (includ- 
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ing prices) more easily, efficiently, and, for the most part, from the comfort of their own homes. Figure 1.1 shows 
a magazine advertisement for Converse which also displays the Web address for the brand. The marketer is 
making a clear attempt to encourage the target market to also search for information about the brand via 
the Web. 

Over a period of a decade or so, the digital revolution has introduced several dramatic changes into the 
business environment. Consumers have more power than ever before. They can use ‘intelligent agents’ to 
locate the best prices for products or services, bid on various marketing offerings, bypass distribution outlets 
and middlemen, and shop for goods around the globe and around the clock from the convenience of their 
homes. (Visit, for example, <www.ebay.com.au> or <www.colesmyer.com.au>.) 

Consumers also have access to more information than ever before. They can easily find reviews for products 
they are considering buying that have been posted by previous buyers, click a button to compare the features 
of different product models at the sites of online retailers, and subscribe to ‘virtual communities’ of people who 
share the same interests they do. 

Marketers can offer more services and products than ever before. The digitisation of information enables 
sellers to customise the products and services they are selling and still sell them at reasonable prices. It also 
allows marketers to customise the promotional messages directed at many customers. For example, 
Amazon.com sends personalised emails to previous book purchasers announcing newly-published titles; these 
suggestions are based on a determination of the interests of the targeted consumers derived from their past 
purchases. Qantas also send emails to members of their frequent flyer program and Qantas Club advertising 
special offers. Similarly, an online pharmacy may vary the initial display that returning buyers see when they 
revisit the website. Buyers whose past purchases indicate that they tend to buy national brands will see a 
display arranged by brand. Past purchasers who bought mostly products that were on sale or store brands will 
see a display categorised by price and discounted products. 

The exchange between marketers and customers is becoming increasingly interactive and instantaneous. 
Traditional advertising is a one-way street where the marketer pays a large sum of money to reach a large 
number of potential buyers via a mass medium, and then assesses whether or not the message was effective 
via future sales or market studies. On the other hand, digital communication enables a two-way interactive 
exchange in which consumers can instantly react to the marketer’s message by, say, clicking on links within a 
given website or even by exiting the site. Thus, marketers can quickly gauge the effectiveness of their promo- 
tional messages rather than rely on delayed feedback through sales information. 

Marketers can now gather more information about consumers quickly and easily. Marketers can track 
consumers’ online behaviour. They can also gather information by requiring visitors to register and provide 
some information about themselves before they get access to the website’s features. Thus, marketers can 
construct and update their consumer databases efficiently and inexpensively. 

However, such impacts reach beyond the computer-based connection to the Web. Presently, most of the 
digital communication between consumers and marketers takes place via a computer connected to the Web 
through a phone line, a cable modem, or another high-speed connection. However, the digital revolution also 
gave us personal digital assistants (PDAs) that are rapidly becoming connected to the Web, often using wireless 
technology. It is likely that soon our mobile phones and PDAs will be combined into one product. In addition, 
in some countries (particularly the US) some homes now have TV cable boxes that enable two-way commu- 
nication with broadcasters. As we switch to high-definition TV, all cable subscribers will have such boxes. 
Many experts predict that TV and the computer will merge into a single device that will provide households 
with hundreds of cable channels, interactive capabilities with broadcasters, and high-speed wireless access to 


the Web. Two of the many additional products made possible by recently developed technologies include 
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supermarket scanners that keep track of households’ 


FIGURE 1.1 | Converse brand advertisement also 


. purchases and instantly provide personalised coupons 
depicting brand website 


at the checkout counter and telephone devices that 
enable us to identify telemarketers automatically. The 


(oe Pe L De @ digital revolution of the marketplace and its impact on 


consumer behaviour present many challenges for 
A TT R ce d tT g 8 Dé g today’s marketers. 

With the continual social, technological and 
economic changes in society, the profusion of goods 
and services offered and the freedom of choice avail- 
able, we may wonder how marketers actually identify 
suitable target markets and reach them. How do they 
know which people to target, where to reach them, and 
what message would be most effective? The answer, of 
course, is consumer research. Recognising the diver- 
sity within society, consumer researchers seek to 
identify the many similarities and differences that 
exist among consumers, wherever they may be. For 
example, all individuals have the same kinds of bio- 
logical needs, no matter where they are born. These 


include the need for food, water, and shelter from the 


iin Por eas ai SeGangecee elements. All individuals also acquire and develop 

peer ics needs after they are born. The environment and the 
Source: Courtesy of Converse Australia. culture in which we live, our education and the expe- 
riences we have shape these needs. For example, if we 
are brought up in a culture that values exercise and physical fitness, we might make a point of jogging every 
day before work or school. If we experience a euphoric ‘high’ after jogging, we may acquire the ‘need’ to jog 
daily in order to maintain a sense of well-being. The interesting thing about acquired needs is that there are 
usually many people who experience the same needs, despite the individual nature of such needs. Remember, 
even if you feel you’re ‘one in a million’, there may be thousands of people who are similar to you in many 
ways. 

No matter what our educational, political or social background, one of the few common denominators 
among us all is that we are, above all, consumers. We all consume food, clothing, shelter, transportation, vaca- 
tions, entertainment, services, and even ideas on a regular basis. The decisions we make about our consump- 
tion behaviour affect the demand for basic raw materials, transportation, production, banking; they affect the 
employment of workers and the allocation and deployment of resources, the success of some industries and 


the failure of others. Thus, consumer behaviour is an integral factor in the ebb and flow of all business. 


»> What is consumer behaviour? 


The answers to the myriad questions being raised regarding the impact of new technologies and changes in 


the social and cultural dynamics of society are presently unknown, but the source from which they will evolve 
is clear. That source is consumer behaviour. Consumer behaviour is defined as the behaviour that consumers 


display in seeking, purchasing, using, evaluating and disposing of products and services that they expect will 


62> PART 1 Introduction 


satisfy their personal needs. Consumer behaviour includes how consumers think (their mental decisions) and 
feel, and the physical actions that result from those decisions. Although some social scientists limit their defi- 
nition of ‘behaviour’ to observable actions, it is apparent that the reasons and decisions behind the actions 
involved in individuals (and consumer) behaviour are as important to study as the actions themselves. There- 
fore, as a research area, consumer behaviour is the study of how individuals make decisions to spend their avail- 
able resources (money, time and effort) on products and services. 

People engage in activities for many purposes other than consumption but, when acting as a customer, 
individuals have just one goal in mind—to obtain goods and services that meet their needs and wants. All 
consumers face varying problems associated with acquiring products to sustain life and provide for some 
comforts. Because solutions to these problems are vital to the existence of most people, and the economic 
well-being of all, they are usually not taken lightly. The consumer must make specific types of decisions in order 
to obtain desired products or services. The process is complex, as decisions must be made about what, why, 
how, when, where, and how often to buy an item. 

Take bottled water as an example. This has become a multimillion-dollar industry. A study of consump- 
tion behaviour in this area would investigate what kinds of consumers buy bottled water, why they buy it, when 
they buy it, where they buy it, and how often they buy it. The study might find that, among some consumers, 
the growing use of bottled water is tied to concerns with health and fitness, and convenience and usage situ- 
ations as shown in the copy for Figure 1.2: ‘Moves with you’. It might find that brand images of domestic 
brands of bottled water differ from imported brands, 


and that different brands are purchased for varying 


Bottled water ad targetin 
occasions by consumers. Insights such as these make ee 
convenience aspect of the 
it easier for bottlers and marketers to select target 


brand 


markets and develop appropriate marketing strategies. 


By contrast, a more durable product such as the 
PDA would have a very different target market. What 
kinds of consumers buy PDAs? What features do they 
look for? What benefits do they seek? How much are 
they willing to pay? How many will wait for prices to 
come down? The answers to these questions can be 
found through consumer research, and would provide 
PDA manufacturers and retailers with important input 
for product scheduling, design modification and 


marketing strategies. 


PERSONAL CONSUMERS AND 
ORGANISATIONAL CONSUMERS 


The term ‘consumer’ is often used to describe two 


different kinds of consuming entities: the personal 
consumer and the organisational consumer. The 
personal consumer buys goods and services for his or 
her own use (e.g. clothes, food or music), for the use 
of the whole household (dinner set), for another : 

Source: Courtesy of The Coca-Cola Company. Trade marks of The Coca- 


member of the household (a toothbrush) or as a gift gig Company are used with permission. The Coca-Cola Company is not 
for a friend (a CD or a book). In all these contexts, the __ the producer of this guide, nor does it endorse the contents. 
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goods are bought for final use by individuals who are referred to as ‘end-users’ or ‘ultimate consumers’ as 
shown in Figure 1.3 (page 10). 

The second category of consumer, the organisational consumer, includes profit and non-profit businesses, 
public sector agencies (local, State and national) and institutions (schools, churches, prisons), all of which buy 
products, equipment and services in order to run their organisations. Manufacturing companies must buy the 
raw materials and other components to manufacture and sell their products; service companies must buy the 
equipment necessary to render the services they sell; government agencies must buy the office products needed 
to operate agencies; and institutions must buy the materials they need to maintain themselves and their markets 
as shown in Figure 1.4 (page 10) targeting the organisational consumer. 

Despite the importance of both categories of consumers—individuals and organisations—this book focuses 
primarily on individual consumers who purchase for their own use or for household use. (Chapter 16 examines 
organisational buyer behaviour.) End-use consumption is perhaps the most pervasive type of consumer behav- 


iour, since it involves everyone in the role of either buyer or consumer, or both. 


BUYERS AND USERS (CONSUMERS 


The person who purchases a product is not always the user of the product, or the only user of the product. 
Nor is the purchaser necessarily the person who makes the purchase decision or pays for the product. The 
marketplace activities of individuals entail three functions, or roles, as part of the processes involved in 
consumer behaviour. The three functions are: the consumer, the person who consumes or uses the product 
or service; the buyer, the person who undertakes the activities to procure or obtain the product or service; and 
the payer, the person who provides the money or other object of value to obtain the product or service. 
A mother may buy toys for her children (who are the users); she may buy food for dinner (and consume it 
along with other family members) or she may buy cosmetics (and be the only user). She may buy a magazine 
that one of her teenagers requested, or rent a video that her husband wants to watch, or she and her husband 
together may buy a car that they select and purchase together. Figures 1.5, 1.6 and 1.7 (pages 11 and 14) 
show different advertisements appealing to buyer, payer and consumer. 

Marketers must decide whom to target their marketing at: the buyer, the payer or the user. For some 
products or services, they must identify the person who is most likely to influence the decision. For example, 
as people live longer, they often become dependent on the advice and counsel of their children or other care- 
givers. Should a retirement community advertise to the elderly or to their middle-aged children? Should an 
emergency response system be targeted to elderly parents or to their concerned children? Some marketers 
believe that the buyer of the product is the best prospect, others believe it is the user of the product, while 
still others play it safe by directing their promotional efforts to both buyers and users. For example, some 
toy manufacturers advertise their products on children’s television shows to reach the users, others adver- 
tise in parenting magazines to reach the buyers, and others run dual campaigns designed to reach both 
children and their parents. (The various influences on family consumer behaviour are discussed in detail in 
Chapter 9.) 

Although this book focuses on how and why consumers make decisions to buy goods and services, 
consumer behaviour research goes far beyond these facets of consumer behaviour. It also considers the uses 
consumers make of the goods they buy, and their subsequent evaluations. For example, a woman may feel regret 
or dissatisfaction with her choice of a car. Perhaps she had to forgo an overseas holiday in order to pay for the 
car, or maybe it has had continuing mechanical problems. In such a situation she may communicate her dissat- 
isfaction to a friend, and so influence the friend’s next car purchase. Or, she may vow to friends and family 


members never to buy the same make or model again, in turn affecting their future decisions. These possible 


8 PART 1 Introduction 


consequences of consumer post-purchase dissatisfaction have significant ramifications for car marketers, who 
have to build post-purchase strategies into their promotional campaigns. 

In addition to studying how consumers use the products they buy, and their post-purchase evaluations, 
consumer researchers are also interested in how individuals dispose of their once-new purchases when they 
are finished with them. For example, after consumers have used a product, do they store it, throw it away or 
give it away, sell it, rent it or lend it out? (Think about what consumers actually do with their obsolete mobile 
phones and notebook computers.) The answer to this question is important to marketers, as they must match 
production to the frequency with which consumers buy replacements. It is also important to society as a 
whole, as solid waste disposal has become a major environmental problem that marketers must address in 
their development of products and packaging. Recycling is no longer a sufficient response to the problem. 
Many manufacturers have begun to remanufacture old components to install in new products, because remanu- 


facturing is often cheaper, easier and more efficient than recycling.’ 


» Consumer behaviour as an academic discipline and 
an applied field 


The early focus of consumer research was more managerial, with marketing managers wanting to know the 
specific causes of behaviours consumers undertook. They also wanted to know how people receive, store and 
use consumption-related information so that they could design marketing strategies to influence consumption 
decisions. They regarded the consumer behaviour discipline as an applied marketing science: if they could 
predict consumer behaviour, they could influence it. The ability to understand and influence consumers is deeply 
rooted in consumer research. Consumer research describes the process and tools used to study consumer behav- 
iour. Broadly speaking, there are two theoretical perspectives that guide the development of consumer research 
methodology: the positivist approach and the interpretivist approach. Positivists tend to be objective and empir- 
ical, to seek causes for behaviour, and to conduct research studies that can be generalised to larger populations. 
Consumer research designed to provide data to be used for strategic managerial decisions falls into this category. 
The research done by interpretivists, on the other hand, tends to be qualitative and based on small samples. 
Although they tend to view each consumption situation as unique and nonpredictable, interpretivists seek to 
find common patterns of operative values, meanings, and behaviour across consumption situations. 

Given the interdisciplinary background in which the consumer behaviour discipline is rooted, it is not 
surprising that academics from a variety of fields, including marketing, have become interested in the study 
of consumer behaviour, not necessarily from a managerial or applied perspective, but simply to better under- 


stand the consumer. 


CONSUMER BEHAVIOUR AS AN INTERDISCIPLINARY SCIENCE 


The study of consumer behaviour as a separate marketing discipline began when marketers realised that 
consumers did not always act or react as economic theory suggested they would. By ‘economic theory’ we 
mean the traditional economic concept of decision making, where the maximisation of economic utility or satis- 
faction is considered to be rational. This explanation failed to recognise the difference between the reason for 
a decision and the outcome. The economic concept of utility maximisation also implies that physical and 
emotional motives are two different things. Despite the periodic ‘me too’ approach to fads and fashions, many 
consumers rebelled at using the identical products that everyone else used. Instead, they preferred differenti- 


ated products that they felt reflected their own special needs, personalities and lifestyles. 
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Other factors that have contributed to an increas- 
ing focus on consumer behaviour are the accelerated 
rate of new product developments, the consumer 
movement, public policy and environmental concerns, 
non-profit marketing, and the development of interna- 
tional and global markets. Consumer behaviour as a 
field of study embraces numerous concepts and models 
derived from other areas such as psychology, sociology, 
social psychology, cultural anthropology and econom- 
ics. Hence, consumer behaviour is an interdisciplinary 
science. These various disciplines are outlined below 
to reflect how they contribute to the field of consumer 
behaviour. 


Psychology 

Psychology is the study of the individual. It includes 
the study of motivation, perception, attitudes, person- 
ality and learning patterns. All these factors are integral 
to an understanding of consumer behaviour. They 


enable us to understand the various consumption 
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needs of individuals, their actions and reactions in response to different products and product messages, and 


the way personality characteristics and previous experiences affect their product choices. 


Sociology 
Sociology is the study of groups. Group behaviour describes the actions of individuals in groups, which often 
differ from the actions of individuals operating on their own. The influence of group memberships, family struc- 


ture and social class on consumer behaviour is relevant to the study of consumer segments in the marketplace. 


Social psychology 

Social psychology is an amalgam of sociology and psychology. It is the study of how an individual operates 
in a group. The study of consumer behaviour is not only the study of how groups operate in terms of market 
behaviour; it is also the study of how individuals are influenced in their personal consumption behaviour by 
those whose opinions they respect such as their peers, their reference groups, their families and opinion 


leaders. 


Cultural anthropology 

Cultural anthropology is the study of human beings in society. It traces the development of the core beliets, 
values and customs that are passed down to individuals from their parents and grandparents and influence their 
purchase and consumption behaviour. It also includes the study of subcultures (subgroups within the larger 


society), and lends itself to a comparison of consumers of different nationalities with diverse cultures and 


customs. 
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Economics 

An important component of the study of economics is the study of consumers: how they spend their funds, 
how they evaluate alternatives, and how they make decisions to maximise satisfaction. Many early theories 
concerning consumer behaviour were based on economic theory. This theory postulates that individuals act 
rationally to maximise their utilities (i.e. their satisfaction) in the purchase of goods and services. More recent 
consumer studies have indicated that individuals often act less than rationally (i.e. emotionally) to fulfil their 


psychological needs. 


The interdisciplinary nature of consumer behaviour is perhaps its greatest strength; it serves to integrate 
existing knowledge from other fields into a comprehensive body of knowledge about individuals in their 
consumption roles. Thus, despite the fact that the study of consumer behaviour is a relatively recent phenom- 
enon, it has its foundations in scientific thought and evidence that has emerged from many years of research 
by scientists specialising in the study of human behaviour. 

As in any science, consumer behaviour theories must be tested, and either supported or rejected, before 
conclusions can be generalised as principles applicable to marketing practice. Consumer behaviour research 
enables marketers to carve out new market segments based on variables that emerge as important discrimina- 
tors among consumers for a specific product or product category. Consumer research is undertaken by various 
marketing organisations and constituted bodies such as the Market Research Society of Australia and a plethora 
of private marketing research firms such as Roy Morgan Research, Pacific Micromarketing and others. 

Consumer researchers need a clear understanding of the marketing problem before they can start to design 
research to assist marketers. Fundamentally, researchers should ask the right questions. Once researchers 
understand the key decisions their marketing clients need to make, they can design research that addresses 
the needs of the marketer. They do this by considering what information the marketer will need to make 
reliable decisions. Thus, consumer research is used to gain a better understanding of consumption behaviour, 
to identity and locate appropriate target markets, and to learn their media habits. It is used to identify both 
felt and unfelt (latent) needs, to learn how consumers perceive products and brands and stores, what their atti- 
tudes are before and after promotional campaigns, and how and why they make their consumption decisions. 

Consumer research provides the basis for the development of new product and service concepts to meet 
targeted consumer needs. It also enables the marketers to build consumer ‘meaning’ into the product or service 
by discovering which attributes are most important to the target market and integrating them into the product 
or service design. For example, Figure 1.8 (page 14) shows OsteoEze identifying the key attributes and benefits 
that consumer of such a product would be seeking. Market research does not guarantee correct decision- 
making, but it considerably improves the chances of this happening. 

The field of consumer behaviour has taken on an increasingly significant role in marketing, to the point 
where it has become the backbone of most programs of marketing study. As students of consumer behaviour 
moved into marketing management positions in industry, they took with them a knowledge and appreciation 
of consumer behaviour principles as an applied science, opening up new opportunities in areas of needed 
research. At the same time, new journals were established to report on such research (see Journal of Consumer 
Research, Psychology & Marketing, and Journal of Consumer Behaviour as examples of journals focusing on 
consumer behaviour research), and new professional associations organised to provide forums for the dissem- 
ination of consumer research findings (see the Association for Consumer Research as an example of a body 
focusing on consumer research). The field of consumer behaviour has become a discipline in its own right, 
buttressed by a strong and growing body of research and the development of consumer behaviour models. 


Consumer researchers have discovered that consumers are just as likely to purchase impulsively, and to be 
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influenced not only by family and friends, advertisers and role models, but by mood, situation and emotion. 
All these factors combine to form a comprehensive model of consumer behaviour that reflects both cognitive 


and emotional aspects of consumer decision making. 


>» A simplified model of consumer decision making 


The decision-making stage can be seen as three distinct but interlocking stages: the input stage, the process 


stage and the output stage. These stages are depicted in a simplified model of consumer decision making seen 
in Figure 1.10 (page 15). The input stage influences the consumer's recognition of a product need and consists 
of two major sources of information: the firm’s marketing efforts (the product itself, the price, its promotion 
and where it is sold) and the external sociological influences on the consumer (family, friends, neighbours, 
other informal and non-commercial sources, social class, and subcultural and cultural memberships). The 
cumulative impact of each firm’s marketing efforts, the influence of family, friends and neighbours, and society’s 
existing code of behaviour are all inputs that are likely to affect what consumers purchase and how they use 
what they buy. For example, Figure 1.9 shows the Subaru Liberty RX advertisement providing detailed infor- 
mation on the product attributes, its price and website details as decision inputs for consumers. 

The process stage of the model focuses on how consumers make decisions. The psychological factors 
inherent in each individual (motivation, perception, learning, personality and attitudes) affect how the external 
inputs from the input stage influence the consumer's recognition of a need, pre-purchase search for informa- 
tion and evaluation of alternatives. The experience gained through evaluation of alternatives in turn affects 
the consumer's existing psychological attributes. 

The output stage of the consumer decision-making model consists of two closely related post-decision 
activities: purchase and post-purchase evaluation. Purchase behaviour for a low-priced, non-durable product 
(e.g. shampoo or batteries) may be influenced by a manufacturer's coupon and may actually be a trial purchase: 
if the consumer is satisfied, he or she may repeat the purchase. The trial is the exploratory phase of purchase 
behaviour in which the consumer evaluates the product (brand) through direct use. A repeat purchase usually 
signifies product (or brand) adoption. For a relatively high-priced, durable product such as a notebook 
computer (relatively durable because of the rapid obsolescence), the purchase is more likely to signify adoption. 

The consumer decision-making process is examined more in depth in Part 4, where it ties together in 


greater detail the psychological and sociocultural concepts explored throughout the text. 


WHY MARKETERS STUDY CONSUMER BEHAVIOUR 


Consumer preferences are in many ways constantly evolving, and even in industrial markets, where needs for 
goods and services are more homogeneous than in consumer markets, buyers often exhibit diversified pref- 
erences and less predictable purchase behaviour. Thus, marketers require a better understanding of consumer 
behaviour. To meet the needs of specific groups of consumers more effectively, customer-oriented organisations 
have developed a process of market segmentation, which divides their total potential markets into smaller, 
homogeneous segments for which they are able to design specific marketing strategies (products, pricing, 
distribution and promotion). Such strategies can be seen, for example, when different promotional techniques 
are used to vary the image of a firm’s products (and services) so consumers perceive them as more convinc- 
ingly fulfilling their specific needs. That is the specific needs of a firm’s target segments—a process now known 
as positioning. 

The pace of technology is a significant catalyst for the introduction of new products, many of which (some 


experts estimate over 80%) prove to be marketing disasters. To counter this problem, good marketers have made 
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FIGURE 1.10 | A simplified model of consumer decision making 


External influences 
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a determined effort to learn more about consumers (their needs, preferences and changing lifestyles) to guide the 


development of new products to fulfil unsatisfied needs. Box 1.1 provides three examples of business leaders who 


understood that identifying and satisfying consumer needs were the keys to marketing success. 


Shorter product life cycles 

Many product categories are driven by specific product life cycles and shorter life cycles have come about 
because of the fast pace of new product introductions and changes in technology. Many product life cycles are 
increasingly compressed as products are modified, improved or replaced by new and substitute products. This 
in turn requires a steady inflow of new product ideas to satisfy the needs (felt or unfelt) of consumers. 
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BOX 1.1. Three business leaders who understood consumer behaviour long before the development of the 
marketing concept 


1. In 1923, as the automobile market was growing rapidly thanks to Henry Ford’s mass production, Alfred P Sloan became 
president and chairman of General Motors. He inherited a company that was built through takeovers of small car compa- 
nies, and therefore produced many ill-sorted models unguided by clear business objectives. Sloan reorganised the company 
and in 1924 articulated the company’s product strategy as ‘a car for every purse and purpose’. While Ford continued to 
produce the Model T until 1927, GM offered a variety of affordable mass-produced models—trom the aristocratic Cadillac 
to the proletarian Chevrolet—and took over a large portion of Ford’s market share. About 30 years before the birth of the 
marketing concept, Alfred Sloan realised that all consumers are not alike and the importance of market segmentation. 


2. In the 1930s, Colonel Sanders, America’s Chicken King, opened a roadside restaurant where he developed the recipes and 
cooking methods that are the key to KFC’s successes even today. As the restaurant grew in popularity, Sanders enlarged It 
and also opened a roadside motel. At that time, motels had a bad reputation and ‘nice’ people driving long distances gener- 
ally stayed at downtown hotels. Sanders decided to try and overcome this image by putting a sample room of his clean and 
comfortable motel in the middle of his successful restaurant, and even put the entrance to the restaurant's ladies’ room in 
that room. Sanders understood the importance of image and of turning an offering into a success by repositioning, long © 
before this idea was articulated as a business objective. Later on, Sanders came up with the idea of franchising his cooking © 
methods and chicken recipe, while keeping the ingredients of the recipe a secret, and founded KFC and a businees model © 
that has since been adopted by many other fast-food chains.° 


3. In the 1950s, Ray Kroc met the brothers McDonald who pioneered the idea of fast food as we know it today in a single outlet 
in California and became their partner. Ray Kroc envisioned thousands of McDonald's outlets across the country. Trying to — 
pinpoint the best locations for the new restaurants, Kroc used to fly over towns and look for church steeples. He believed 
that where there were churches there were good American families—the kind of people he wanted as customers. Intu- 
itively, Kroc understood and practised market targeting. In 1961, Kroc opened Hamburger University as a training centre for 
the company’s franchisees and their employees, and pioneered the idea of centralised training as a key to delivering © 
standardised products across a large number of geographically spread-out outlets.° 


Sources: 

2 <www.gm.com/company/corp_into/history >. 

© Colonel Sanders, America’s Chicken King, VHS Tape, A&E Television Networks, 1998. 
© Ray Kroc, Fast Food McMillionaire, VHS Tape, A&E Television Networks, 1998. 


Consumer research also provides the necessary insights to develop and place appropriate advertisements and 


other promotional materials to entice consumers to try new products or upgrade their existing ones. 


Environmental concerns 

Increased public concern about environmental deterioration and resource shortages have made both marketers 
and public policy makers aware of the potentially negative impact of products such as cooking oils, aerosol 
sprays and disposable bottles. Consumer research has revealed that many consumers are socially concerned, 
and favour products that have been modified to meet environmental concerns (e.g. recycled paper products, 
biodegradable cleansers and packaging), creating a growth in green marketing (which is discussed more fully 
in Chapter 17). This also extends to companies supporting environmental issues and groups. For example, 
the product advertised in Figure 1.11 shows that the marketer has aligned itself with an environmental group 


and is concerned about the cleanliness of our waterways. 
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Consumer protection and public policy concerns 

An understanding of consumer behaviour can also aid in the development of public policy that protects 
consumers. Much effort has been devoted by consumer researchers, marketers and consumer advocates to 
identify sources of consumer confusion and deception, to discover how consumers perceive and interpret 
various marketing stimuli (e.g. promotional appeals, package labels, prices and warranties). Consumer research 
has provided the basis for a number of recommendations concerning consumer and trade practices legislation. 
In conjunction with the response to the lobbying power of specific consumer protection groups, policy makers 
at local, State and Federal levels have become more aware of their responsibilities to protect consumer inter- 
ests and the well-being of their constituents. At the State level, consumer affairs departments, and at the 
Federal level, the Australian Competition and Consumer Commission (ACCC), monitor industry trade 
practices, advertising and pricing practices (visit <www.accc.gov.au>). For example, a 2003 court ruling from 
a case between the ACCC and the Commonwealth Bank required the bank to place corrective television and 
in-branch corrective advertising about misleading advertising for its home loans under the Cricket Home Loan 
Campaign, which ran from 22 November 2001 to 27 January 2002. 


Growth of services marketing 
As Australia develops a very strong service-oriented economy, it has become apparent to many service providers 
that marketing their offering is more difficult. Services cannot be tested in advance of purchase, nor is quality 


consistent over time. Services are also ‘perishable’ in the sense that they are lost forever to the marketer if not 
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consumed at the scheduled time (e.g. the revenues lost from flying a half-empty plane or airing a television 
show without the full complement of commercials can never be recouped). Not only do service providers 
need to market, but they realise that knowledge of consumer needs and interests is essential to the develop- 


ment of effective marketing strategies. 


Not-for-profit/social marketing 

Organisations in the public and private non-profit sectors recognise the need to use marketing strategies to 
target specific groups or markets. For example, regional private schools and public universities have developed 
marketing campaigns to attract students; museums dependent on public support develop marketing programs 
to enlist private contributions and to encourage attendance. Such non-profit organisations use consumer 
research to gain a better understanding of their target market and thus develop more effective marketing strate- 
gies. Such marketing to specific segments is seen in Figure 1.12 (page 20), showing an advertisement by Kids 


Help Line showing a non-profit counselling service available for children. 


Growth of global marketing 

Australian companies increasingly recognise the need to market globally in order to increase sales and achieve 
economies of scale, to not only grow, but also (for some) to survive longer-term. In an effort to reduce the 
balance of trade deficit, the Federal Government has encouraged small and medium-sized companies to export 
their products, to assist in generating additional revenues for sustainable long-term economic growth. A major 
stumbling block to international markets has been the general lack of understanding of the different cultural 
needs, practices and consumption habits in foreign markets. Australian marketers are now beginning to realise 
the importance of international (cross-country, cross-cultural) consumer research so that they can tailor their 
marketing mix strategies to suit the needs of international consumer markets (see Chapter 13 for a further 


discussion). 


» The application of consumer behaviour principles to marketing 
management 


To operate successfully, organisations must have an explicit—rather than implicit—understanding of the factors 
that influence (encourage or discourage) consumers’ behaviour (to buy or not to buy). They have to know why 
they buy, what needs they are trying to satisfy, and what influences consumers’ product choices in order to 


design persuasive marketing strategies. 


DEVELOPMENT OF THE MARKETING CONCEPT 


While seen as an interdisciplinary field, consumer behaviour is rooted in the marketing concept, a market- 
ing philosophy that evolved in the late 1950s, together with other philosophical approaches—the produc- 
tion concept, the product concept, the selling concept, the marketing concept and the societal marketing 
concept. For example, during the aftermath of World War II, marketers of many product types found they 
could sell almost any quantity of goods they could produce to consumers who had gone without while the 
nation’s manufacturing facilities were dedicated to the production of war material. The marketing objective 
implicit in the production orientation was cheap, efficient production and intensive distribution. A produc- 
tion orientation is a feasible marketing strategy when demand exceeds supply, and when consumers are 
more interested in obtaining the product than they are in its specific features. In countries such as Australia 


and the United States, keen automobile consumers sometimes waited months (up to 6—12) for delivery of 
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a new car after World War II. When a dealer notified a consumer that a new car was available, the consumer 
grabbed it, regardless of whether it was the style or colour originally ordered. Whenever demand exceeds 
supply, a production orientation can work. Consumers will buy what’s available, rather than wait for what 
they really want. Australian consumers responded to the impetus of post-war reconstruction and the country 
promoted its manufacturing and produced a range of consumables to meet the demands of the post-war 
baby boom. 

When goods and services become more readily available and competition intensifies, some marketers adopt 
a product orientation. The assumption underlying the product orientation is that consumers will buy the 
product that offers them the highest quality, the best performance and the most features. A product orienta- 
tion leads a company to strive constantly to improve the quality of its product offering, with a result often 
referred to as marketing myopia (i.e. a focus on the product rather than on the consumer need it presumes to 
satisfy). A marketer in love with his or her product may improve it far beyond its worth to the consumer, 
passing the cost of unneeded quality or special features through to the final consumer. For example, sewing 
machines today come with an enormous number of special accessories (buttonholers, embroidery disks, hem 
attachments) that most people never use, but which are built into the price of the machine. Some VCRs can 
be programmed to record eight shows over a 28-day period, and many mobile phones record and transmit audio 
and visual material. These features are rarely used by most consumers, but built into the price of the product. 
Sometimes product improvements are technology-driven rather than a response to consumer needs. In highly 
competitive markets, companies may continue to develop new models and add features in the hope of attract- 
ing buyers. 

Companies that switch to a selling orientation change their primary focus from improving the product to 
selling the product. Many companies exert a tremendous ‘hard sell’ on consumers in order to move goods 
they unilaterally decide to produce. The implicit assumption in the selling orientation is that consumers are 
unlikely to buy a product unless they are actively and aggressively persuaded to do so. The problem with a 
selling orientation is that it does not take consumer satisfaction into account. If consumers are induced to 
buy a product they don’t want nor need, their unhappiness is likely to be communicated by negative word- 
of-mouth, which may dissuade other potential consumers. The kinds of goods and services that are possible 
candidates for a selling orientation are unsought goods, such as life insurance and encyclopaedias, and non- 
profit marketing activities like fund-raising and political campaigns. Even in these cases, if the product (or 
service or political candidate) does not fulfil a consumer need, it is unlikely that a repeat purchase (or donation 
or vote) will be forthcoming. 

In the early 1950s, many marketers began to realise that they could sell more goods, more easily, if they 
produced only those goods they knew consumers would buy. Instead of trying to persuade customers to buy 
what the firm had already produced, marketing-oriented firms endeavoured to produce only what they had 
first determined consumers would buy. Consumer needs became the marketing-oriented firm’s primary focus. 
This consumer-oriented marketing philosophy, introduced by General Electric in the mid-1950s, became 
known as the marketing concept. The key assumption underlying the marketing concept is that, to be success- 
ful, a company must determine the needs and wants of specific target markets and deliver the desired satis- 
faction better than the competition. While the selling concept focused on the needs of the seller, the marketing 
concept focuses on the needs of the buyer. 

The adoption of the marketing concept by many Australian businesses has provided the impetus for the 
study of consumer behaviour. To identify unsatisfied consumer needs, companies had to engage in extensive 
marketing research. In so doing, they discovered that consumers were highly complex individuals, subject to 


a variety of psychological and social needs quite apart from their survival needs. They discovered that the 
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needs and priorities of different consumer segments 


FIGURE 1.12 | Non-profit organisation supported 


differed dramatically. They also discovered that in order 
by prominent company 


to design new products and marketing strategies that 


would fulfil consumer needs, they had to study 
consumers and their consumption behaviour in depth. 
Thus, market segmentation and the marketing concept 
laid the groundwork for the application of consumer 


behaviour principles to marketing strategy. 


THE SOCIETAL MARKETING CONCEPT 


Given the fact that business prospers when society 
prospers, many people believe that all of us, businesses 
as well as individuals, would be better off if social 
responsibility were an integral component of every 
marketing decision. Indeed, in an era of environ- 
mental deterioration, poverty, homelessness, drug 
addiction, gambling addiction, AIDS, gun misuse 
and countless other societal problems, the marketing 
concept as we know it (identifying and fulfilling the 
needs of target audiences) is sometimes inappropriate. 
This is particularly true in situations where the means 


Sometimes it’s important for kids to talk to people other than their friends or family about 
“88 their problems. So thankfully we're here. Kids Help Line provides a free 24-hour 
professional counselling service that 1s anonymous and confidential. Our counsellors 
are always available to listen to any child’s problem, no matter how small or how 
embarrassing, all they have to do is call us on 1800 55 1800 or go to kidshelponline.com.au 


for need satisfaction (the product or service), can be 


harmful to the individual or to society. 


Optus ts proud to help kids connect to Kids Help Line. opt1933/7 


Soinees ounescor Ons: A reassessment of the traditional marketing concept 
suggests that a more appropriate conceptualisation for 
the times in which we live would balance the needs of society with the needs of the individual and the organ- 
isation. The societal marketing concept sees all marketers adhering to principles of social responsibility in the 
marketing of their goods and services; that is, they must endeavour to satisfy the needs and wants of their target 
markets in ways that preserve and enhance the well-being of consumers and society as a whole. Thus, a restruc- 
tured definition of the marketing concept calls on marketers to fulfil the needs of the target audience in ways 
that improve society as a whole while also fulfilling the objectives of the organisation.? According to advocates 
of the societal marketing concept, fast-food restaurants would not sell hamburgers, or French fries, or pies that 
are high in fat and starch and low in nutrients, despite strong consumer acceptance of these products. Nor 
would marketers advertise alcoholic beverages to young people, or use young models or professional athletes 
in liquor advertisements, because they often serve as role models for the young. 

A serious deterrent to the widespread implementation of the societal marketing concept is the tendency 
for most business managers to embrace a short-run orientation towards increased market share, quick profits 
and stock market consideration for public companies. This is understandable in light of the fact that manage- 
rial performance is usually evaluated on the basis of short-term results. When personal advancement depends 
on quick profits, marketing decisions tend to be based on anticipated short-term economic results. The societal 
concept in some people’s minds may conflict with accountability measured in the short-term. The societal 
marketing concept necessarily requires a long-term perspective. It recognises that all companies would be 
better off in a stronger, healthier society, and that companies that incorporate ethical behaviour and social 
responsibility in all their business dealings will attract and maintain loyal consumer support over the long 


term. 
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SEGMENTATION, TARGETING, AND POSITIONING 


The focus of the marketing concept is consumer needs. At the same time, recognising the high degree of diver- 
sity among us, consumer researchers seek to identify the many similarities—or constants—that exist among 
the peoples of the world. In this context, we all have similar kinds of biological needs, no matter where we 
are born—the needs for food, for water, for air, and for shelter from the elements. We also develop needs after 
we are born, and these needs are shaped by the environment and the culture in which we live, by our educa- 
tion, and by our experiences. The interesting thing about acquired needs is that there are usually many people 
who develop the same needs. This commonality of need or interest constitutes a market segment, enabling the 
marketer to target consumers with specifically designed products and/or promotional appeals that satisfy the 
needs of that segment. The marketer must also adapt the image of its product (i.e. ‘position’ it), so that each 
market segment perceives the product as better fulfilling its specific needs than competitive products. The 
three elements of this strategic framework are market segmentation, targeting, and positioning. 

Market segmentation is the process of dividing a market into subsets of consumers with common needs 
or characteristics. The variables and methods used to form such subsets are detailed in Chapter 2. Because most 
companies have limited resources, few companies can pursue all of the market segments identified. Market 
targeting is selecting one or more of the segments identified for the company to pursue. 

Positioning is developing a distinct image for the product or service in the mind of the consumer, an image 
that will differentiate the offering from competing ones and squarely communicate to consumers that the 
particular product or service will fulfil their needs better than competing brands. Successful positioning centres 
around two key principles: first, communicating the benefits that the product will provide rather than the 
product's features. As one marketing sage pointed out: *.. . consumers do not buy drill bits—they buy ways 
to make holes.’ Second, because there are many similar products in almost any marketplace, an effective posi- 
tioning strategy must develop and communicate a ‘unique selling proposition’-—a distinct benefit or point of 
difference—for the product or service. In fact, most of the new products introduced by marketers (including 
new forms of existing products such as new flavours, sizes, etc.) fail to capture a significant market share and 
are discontinued because they are perceived by consumers as ‘me too’ products lacking a unique image or 


benefit. The concepts and tools of positioning are explored further in Chapter 6. 


THE MARKETING MIX 


The marketing mix consists of a company’s service and/or product offerings to consumers and the methods 


and tools it selects to accomplish the exchange. The marketing mix consists of four elements: 


1. the product or service (i.e. the features, designs, brands, and packaging offered, along with postpurchase 
benefits such as warranties and return policies); 

2. the price (the list price, including discounts, allowances, and payment methods); 

3. the place (the distribution of the product or service through specific store and nonstore outlets); 

4. promotion (the advertising, sales promotion, public relations, and sales efforts designed to build awareness 


of and demand for the product or service). 
Box 1.2 depicts the implementation of the elements of the marketing concept by the Rollerblade company. 


CUSTOMER VALUE, SATISFACTION, AND RETENTION 


Since its emergence in the 1950s, many companies have very successfully adopted the marketing concept. 
The result has been more products, in more sizes, models, versions, and packages, offered to more precisely 


targeted (and often smaller) target markets. This has resulted in an increasingly competitive marketplace. In 
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BOX 1.2 Rollerblade: Effective implementation of the marketing concept 


_ Less than two decades ago, in-line skates were an off-season training tool for hockey players. In the mid-1980s, Rollerblade 
developed marketing strategies that positioned in-line skating as a new sport. The company sold in-line skates to bicycle and 
_ conventional skate rental stores in two trend-setting places: Miami Beach, Florida, and Venice Beach, California. A new form 
of recreational sport that appeals to many age groups and social classes was born. Backed by aggressive marketing and public 
: relations, the popularity of the new sport soared and was quickly integrated into the mainstream. As competition appeared, 
Rollerblade continued to lead the market with such innovations as breathable shoe liners, buckle closure systems, and female- 
specific skates. Today the company holds several hundred patented innovations. 


_ The company’s product line illustrates the utilisation of segmentation, targeting, and positioning strategies. The company targets 
five segments and offers models that provide different benefits to the members of each segment: 

1. Men can choose among models designed for expert, intermediate, or demanding skaters, and among such benefits as style, © 

technological innovation, and performance. 

Women are targeted with similar choices as men. 
There are several models for kids. 
Street and park skaters can choose among models focused on durability, performance, or attention to detail. 
Race skaters are targeted with a model offering high-tech features and top performance. 


cn S&S WwW PRO 


The models offered to men, women, and kids include brakes, whereas the models offered to street, park, and race skaters do 
not. | 


Rollerblade’s entire marketing mix stems from its core product. In addition to the in-line skates, the company sells helmets, 
skate bags, and wrist, elbow, and knee protectors. The skates are priced along a range varying from very expensive models offered 
to aggressive skaters who look for maximum performance, to value-oriented skaters, to recreational skaters. The products are 
distributed in a variety of outlets—both domestic and overseas—in a way that reflects the market segments targeted and the 
_ skate models’ prices. The company advertises its products in the mass media, issues frequent press releases as part of its public 
relations, and promotes its products through athletic and event sponsorships, as well as its ‘Skate School’. 


_ The company’s website also includes features that encourage skaters to revisit, such as a list of places to skate (arranged by 
state), a dealer locator, skating tips, tips for people who wish to take up the sport, and suggestions on skating safety. These 
features show that Rollerblade has a thorough understanding of customer retention as well as social responsibility. | 


Source: Developed from material available at <www.rollerblade.com>. 


the 1990s, the digital revolution enabled many marketers to offer even more products and services and distrib- 
ute them more widely, while reducing the costs and barriers of entering many industries. It has accelerated 
the rate at which new competitors enter markets and also has speeded up the rate at which successful segmen- 
tation, targeting, and positioning approaches must be updated or changed, as they are imitated or made obsolete 
by the offerings of new business rivals. 

Savvy marketers today realise that in order to outperform competitors they must achieve the full profit 
potential from each and every customer. They must make the customer the core of the company’s organisa- 
tional culture, across all departments and functions, and ensure that each and every employee views any 


exchange with a customer as part of a customer relationship, not as a transaction. The three drivers of success- 
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ful relationships between marketers and customers are customer value, high levels of customer satisfaction, 


and building a structure for customer retention. 


Providing customer value 

Customer value is defined as the ratio between the customer’s perceived benefits (economic, functional and 
psychological) and the resources (monetary, time, effort and psychological) used to obtain those benefits. 
Perceived value is relative and subjective. For example, diners at an exclusive French restaurant, where a meal 
with beverages may cost up to $100 per person, may expect unique and delicious food, immaculate service, 
and beautiful decor. Some diners may receive even more than they had expected and will leave the restaurant 
feeling that the experience was worth the money and other resources expended (such as a month-long wait 
for a reservation). Other diners may go with expectations so high that they leave the restaurant disappointed. 
On the other hand, many millions of customers each year visit thousands of McDonald’s restaurants, in scores 
of countries around the globe, where they purchase standard, inexpensive meals from franchise owners and 
employees systematically trained by the McDonald's Corporation to deliver the company’s four core standards: 
quality, service, cleanliness, and value. Customers flock to McDonald’s outlets repeatedly because the restau- 
rants are uniform, customers know what to expect, and they feel that they are getting value for the resources 
they expend. 

Developing a value proposition (a term rapidly replacing the popular business phrase ‘unique selling propo- 
sition’) is the core of successful positioning. For example, Lexus claims to deliver to its buyers quality, zero 
defects in manufacturing, and superior and personal postpurchase service. Dell’s value proposition for personal 
computer users consists of customised systems speedily assembled and sold at economical prices (visit 
<www.dell.com> and read their commitment to customers showing their value philosophy). Figure 1.9 showed 
an example of a company identifying within its advertising specific value claims. Subaru identifies value in both 


the price of the car and the extras ‘exclusive features’ for only $990. 


Customer satisfaction 

Customer satisfaction is the individual's perception of the performance of the product or service in relation 
to his or her expectations. As noted earlier, customers will have drastically different expectations of an expen- 
sive French restaurant and a McDonald's, although both are part of the restaurant industry. The concept of 
customer satisfaction is a function of customer expectations. A customer whose experience falls below expec- 
tations (e.g. used dishes not cleared quickly enough at an expensive restaurant or cold fries served at a 
McDonald’) will be dissatisfied. Diners whose experiences match expectations will be satisfied. And customers 
whose expectations are exceeded (e.g. by small samples of delicious food ‘from the Chef’ served between 
courses at the expensive restaurant, or a well-designed play area for children at a McDonald’s outlet) will be 
very satisfied or delighted. 

A widely quoted study by Thomas Jones and W. Earl Sasser, Jr linked levels of customer satisfaction with 
customer behaviour and identified several types of customers: completely satisfied customers who are either 
loyalists who keep purchasing, or apostles whose experiences exceed their expectations and who provide very 
positive word of mouth about the company to others; ‘defectors’ who feel neutral or merely satisfied and are 
likely to stop doing business with the company; consumer ‘terrorists’ who have had negative experiences with 
the company and who spread negative word of mouth; ‘hostages’ who are unhappy customers who stay with 
the company because of a monopolistic environment or low prices and who are difficult and costly to deal with 
because of their frequent complaints; and mercenaries who are very satisfied customers but who have no real 
loyalty to the company and may defect because of a lower price elsewhere or on impulse, defying the 


satisfaction—loyalty rationale. The researchers propose that companies should strive to create apostles, raise 
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the satisfaction of defectors and turn them into loyalists, avoid having terrorists or hostages, and reduce the 


number of mercenaries.* 


Customer retention 

The overall objective of providing value to customers continuously and more effectively than the competi- 
tion is to have highly satisfied (even delighted) customers. This strategy of customer retention makes it in the 
best interest of customers to stay with the company rather than switch to another firm. In almost all business 
situations, it is more expensive to win new customers than to keep existing ones. Studies have shown that small 


reductions in customer defections produce significant increases in profits because: 


loyal customers buy more products; 
loyal customers are less price sensitive and pay less attention to competitors’ advertising; 


servicing existing customers, who are familiar with the firm’s offerings and processes, is cheaper; and 


ae ae a a 


loyal customers spread positive word of mouth and refer other customers. 


Furthermore, marketing efforts aimed at attracting new customers are expensive; indeed, in saturated markets, 
it may be impossible to find new customers. Today the Internet and digital marketer-consumer interactions 
are ideal tools for tailoring products and services to the specific needs of consumers (often termed one-to-one 
marketing), offering them more value through increased customer intimacy and keeping the customers return- 
ing to the company.’ 

Marketers who designate increasing customer retention rates as a strategic corporate goal must also recog- 
nise that all customers are not equal. Sophisticated marketers build selective relationships with customers, 
based on where customers rank in terms of profitability, rather than merely strive ‘to retain customers’. A 
customer retention—-savvy company closely monitors its customers’ consumption volume and patterns, estab- 
lishes tiers of customers according to their profitability levels, and develops distinct strategies toward each 
group of customers. For example, some stockbrokers program their phones to recognise the phone numbers 
of high-volume traders to ensure that their calls receive priority. Customers who have purchased and regis- 
tered several of a company’s products should receive extensive and expedited customer support. On the other 
hand, a bank’s less profitable customers who, say, make little use of their credit cards or maintain the minimum 
balance needed to receive free chequebook facilities should not have penalties waived for bounced cheques 
or late payments. Some companies also identify customer groups that are unlikely to purchase more if pursued 
more aggressively; such customers are often discouraged from staying with the company or even ‘fired’ as 
customers. 

Classifying customers according to profitability levels goes beyond traditional segmentation methods that 
subdivide consumers on the basis of demographic, sociocultural, or behavioural characteristics. Customer 
profitability-focused marketing tracks costs and revenues of individual customers and then categorises them 
into tiers based on consumption behaviours that are specific to the company’s offerings. Such a strategy is 
probably the most effective way to utilise the knowledge of consumer behaviour. For example, a recent study 


advocates using a ‘customer pyramid’ where customers are grouped into four tiers: 


the platinum tier includes heavy users who are not price sensitive and who are willing to try new offerings; 
2. the gold tier consists of customers who are heavy users but not as profitable because they are more price 
sensitive than those in the higher tier, ask for more discounts, and are likely to buy from several providers; 
3. the iron tier consists of customers whose spending volume and profitability do not merit special treatment 


from the company; 
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TABLE LL The traditional marketing concept versus value- and retention-focused marketing 


The traditional marketing concept 


Value- and retention-focused marketing 


Make only what you can sell instead of trying to 
sell what you make. 


Do not focus on the product: focus on the need 
that it satisfies. 


Market products and services that match customers’ 
needs better than competitors’ offerings. 


Research consumer needs and characteristics. 


Understand the purchase behaviour process and the 
influences on consumer behaviour. 


Realise that each customer transaction Is a 
discrete sale. 


Segment the market based on customers’ 

geographic, demographic, psychological, sociocultural, 
lifestyle, and product-usage related characteristics. 
Target large groups of customers that share common 


characteristics with messages transmitted through 
mass media. 


Use one-way promotions whose effectiveness Is 
measured through sales data or marketing surveys. 


Create loyalty programs based on the volume 
purchased. 


Encourage customers to stay with the company and 
buy more. 


Determine marketing budgets on the basis of the 
numbers of customers you are trying to reach. 


Conduct customer satisfaction surveys and present the 
results to management. 


Create customer trust and loyalty to the company and 
high levels of customer satisfaction. 


Use technology that enables customers to customise 
what you make. 


Focus on the product’s perceived value, as well as the 
need that it satisfies. 


Utilise an understanding of customer needs to develop 
offerings that customers perceive as more valuable than 
competitors’ offerings. 


Research the levels of profit associated with various 
consumer needs and characteristics. 


Understand consumer behaviour in relation to the 
company’s product. 


Make each customer transaction part of an ongoing 
relationship with the customer. 


Use hybrid segmentation that combines the traditional 
segmentation bases with data on the customer’s purchase 
levels and patterns of use of the company’s products. 


Invest in technologies that enable you to send one-to- 
one promotional messages via digital channels. 


Use interactive communications in which messages to 
customers are tailored according to their responses 
to previous communications. 


Create customer tiers based on both volume and 
consumption patterns. 


Make it very unattractive for your customers to switch 
to a competitor and encourage them to purchase 
‘better’'—in a manner that will raise the company’s 
profitability levels. 


Base your marketing budget on the ‘lifetime value’ of 
typical customers in each of the targeted segments 
compared with the resources needed to acquire them as 
customers. 


Conduct customer satisfaction surveys that include a 
component which studies the customer’s word of 
mouth about the company, and use the results 
immediately to enhance customer relationships. 


Create customer intimacy and bonds with completely 
Satisfied, ‘delighted’ customers. 


Source: Joseph Wisenblit, ‘Beyond the marketing concept: From “make only what you can sell” to “let customers customize what you make”’, Working 
Paper, May 2002, The Stillman School of Business, Seton Hall University, South Orange, NJ. 
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4. the lead tier includes customers who actually cost the company money because they claim more attention 


than is merited by their spending, tie up company resources, and spread negative word of mouth. 


The authors of the study urge companies to develop distinct marketing responses for each group.° 


A corporate philosophy centred on customer value, satisfaction, and retention evolves from the market- 


ing concept and also unfolds new dimensions of marketing. Table 1.1 on the previous page compares tradi- 


tional marketing with perceived value and retention marketing. 


Summary 


The study of consumer behaviour enables marketers to 
understand and predict consumer behaviour in the market- 
place; it is concerned not only with what consumers buy but 
also with why, when, where, how, and how often they buy 
it. Consumer behaviour is defined as the behaviour that 
consumers display when searching for, purchasing, using, 
evaluating and disposing of products, services and ideas that 
they expect will satisfy their needs. Consumer behaviour is 
interdisciplinary, and is based on concepts and theories about 
people that have been developed by scientists in such diverse 
disciplines as psychology, sociology, social psychology, 
cultural anthropology and economics. Our society is a study 
in diversity—diversity among consumers, marketers, retail- 
ers, advertising media, cultures and customs; but there are 
also many similarities among consumers. Segmenting target 
audiences on the basis of similarities makes it possible for 
marketers to design marketing strategies with which their 
target consumers identify. 


Discussion questions 


The study of consumer behaviour enables marketers to 
understand and predict consumer behaviour in the market- 
place; it is concerned not only with what consumers buy, 
but also with why they buy, when they buy, where they will 
buy, how they buy, and how often they buy. To answer such 
questions marketers utilise consumer research from a posi- 
tivistic or interpretive viewpoint, and various methodolo- 
gies (e.g. scanner data, surveys or interviews) to study 
consumer behaviour; it takes place at every phase of the 
consumption process: before, during and after the 
purchase. 

Consumer behaviour has become an integral part of 
strategic market planning. The belief that ethics and social 
responsibility should also be integral components of every 
marketing decision is embodied in a revised marketing 
concept—the societal marketing concept—which calls on 
marketers to fulfil the needs of their target markets in ways 
that improve society as a whole. 


1. Describe the relationship between consumer behaviour 
and the marketing concept. 

2. Discuss the differences involved in marketing personal 
computers to home use consumers and organisational 
consumers. 

3. You are the brand manager of a new line of light-weight 
digital cameras. Describe how an understanding of 
consumer behaviour is useful to you in terms of market 
segmentation strategy. 

4. Is it ethical for marketers to promote expensive sneakers 


to inner-city youth? Explain your answer. 
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5. Compare the marketing concept with the societal 
marketing concept. Do you think marketers should 
adopt the societal marketing concept? In which indus- 
tries does the immediate adoption of the societal 
marketing concept appear to be necessary? 

6. Apply each of the two models depicted in Table 1.3 (ice. 
traditional marketing and value and retention market- 
ing) to the marketing of mobile phone services. You 
may want to incorporate into your answer your own 
and your peers’ experiences in selecting mobile phone 
providers. 


Exercises 
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1. (a) Select a product you bought that has features you 
never use. Which of the business orientations 
discussed in the text may have guided the develop- 
ment of this product? Explain. 

(b) Select a product, brand or service that you bought 
or used because it was particularly suitable to your 
needs. Would you say that the development of this 
product or service was guided by the marketing 


concept? If so, how? 


Key terms 


2. Find an advertisement for a new product. Identify the 
psychological, sociological and cultural factors that may 
influence consumers’ decisions regarding the purchase 
of this product. In your opinion, will this product 
succeed or fail in the marketplace? Explain your answer. 

3. Give an example of what you believe to be an unethi- 
cal marketing practice. How can this practice be stopped 
through government regulation? Can the industry stop 
this practice? If so, how? 
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The nature of the Australian (and the global) marketplace makes market segmentation an attractive, viable and 
potentially profitable strategy. Organisations that sell to consumers (markets) recognise that they cannot appeal 
to all individuals (in those markets)—or at least not in the same way. Buyers are too numerous, too widely 
scattered and too varied in their needs and purchase methods. Such factors necessitate the need to segment 
markets. The necessary criteria for successful segmentation are a large enough population with sufficient 
money to spend (general affluence) and sufficient diversity to be capable of being partitioned (or grouped) into 
sizeable homogeneous segments on the basis of demographic, psychological, behavioural or other meaning- 
ful criteria. The presence of these conditions makes the Australian marketplace attractive to both Australian 
and global marketers. 

When marketers provide a range of offerings to meet diverse consumer needs, consumers are ultimately 
more satisfied. Thus, market segmentation is a positive activity for both marketers and consumers alike. 


» What is market segmentation? 


Market segmentation is the process of dividing a market into distinct subsets of consumers with common 


needs or characteristics and selecting one or more segments to target with a distinct marketing strategy. Market 
segmentation, literally, means separating the total group of potential buyers (market, from the Latin verb 
mercor, to buy) into two or more subgroups (segments, from the Latin seco, I cut) using specific segmenta- 
tion criteria (such as being measurable, accessible, substantial and congruent). 

It is common practice when pursuing segmentation as a strategy to select one or more segments to target 
with a distinct marketing mix, once the market has been segmented. Companies vary in their ability to serve 
different (or multiple) segments of a market. So, rather than trying to compete in an entire market, some- 
times against superior competitors, each company must identify the parts of the market that it can serve best 
(and better than the competition). Before the widespread adoption of market segmentation, the prevailing 
way of doing business with consumers was through mass marketing—that is, offering the same product and 
marketing mix to all consumers. The essence of this mass strategy was encapsulated by Ferdinand Porsche, 
who developed the original concept for a ‘people's car’, the Volkswagen, in 1934. The ‘VW beetle’, as it became 
known, was a mass-produced car that had a single configuration in its early model (see Figure 2.1). An earlier 
example of this mass strategy is seen in the marketing approach of Henry Ford and the Model T (see 
<www.ford.com>). 

If all consumers were alike—having the same needs, 


Early Volkswagen (1930s): a mass- 


h k ds, educati 
wants, desires, and the same backgrounds, education produced undifferentiated vehicle 


and experience—mass (undifferentiated) marketing 
would be a logical strategy. Its primary advantage is 
that it costs less: it needs only one advertising 
campaign, one marketing strategy and, usually, only 
one standardised product. Today’s companies are 
moving away from mass marketing and product-variety 
marketing towards target marketing. Targeting can help 
sellers find their marketing opportunities more effi- 
ciently. Instead of spreading their marketing efforts, 
sellers can develop the right product for each target 
market and adjust their prices, distribution channels 
and advertising to reach the target market efficiently. 
With the increasing fragmentation of Australian mass Source: Courtesy of Volkswagen Group Australia. 
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markets into hundreds of micromarkets, each having different lifestyles with different requirements, target 
marketing is increasingly taking the form of micromarketing. 

Some companies, primarily those that deal in agricultural products or very basic manufactured goods, 
successfully follow a mass-marketing strategy. Other marketers, however, see major drawbacks in an undif- 
ferentiated marketing approach. When trying to sell the same product to every prospective customer with a 
single advertising campaign, the marketer must portray its product as a means for satisfying a common or 
generic need, and often ends up appealing to no one. A washing machine may fulfil a widespread need to 
wash clothes, but a standard-size washing machine may be too big for a person who lives alone and too small 
for a family of six. Also, a motor vehicle may fulfil a widespread need to provide transportation, but a large 
six cylinder saloon may be too big for a single person who lives alone and too small for a family of six. Without 
market differentiation, both the single person and the family of six would have to make do with the same 
model (of washing machine or car) and, as we all know, ‘making do’ is a far cry from being satisfied. 

The strategy of segmentation allows organisations to avoid head-on competition in the marketplace by dilfter- 
entiating their offerings, not just on the basis of price, but also through styling, packaging, promotional appeals, 
method of distribution and superior service. To accomplish this the marketer must decide on a specific market- 
ing mix—that is, a specific product, price, channel and/or promotional appeal for each distinct segment. 
Marketers have found that the costs of segmentation (undertaking consumer research, shorter production runs, 
differentiated promotional campaigns) are usually more than offset by increased sales. In most cases, consumers 
readily accept the passed-on increases in costs for products that more closely satisfy their specific needs. 

Market segmentation is just the first step in a three-phase marketing strategy (segmenting/targeting/ 
positioning or STP). After segmenting the market into homogeneous clusters, the marketer must then select 
one or more segments to target with a specific marketing-mix strategy. The third step is to position the product 


so that it is perceived by each target market as satisfying its needs better than other competitive offerings. 


WHO USES MARKET SEGMENTATION? 


Because the strategy of market segmentation benefits both sides of the marketplace, marketers of consumer goods 
are eager practitioners. A consumer-oriented approach to marketing requires developing product strategies 
based on known consumer needs. It is obvious that marketers cannot allocate resources according to the needs 
of one individual. Therefore, some criterion for aggregating consumers is required; the most logical one is simi- 
larity in needs. For example, consider two diverse product categories—cars and running shoes. Toyota (see 
<www.toyota.com>) targets its Celica, with its sporty styling, minimal rear seat and small boot, to young singles; 
and its Camry, a much larger car, at the family car buyer needing a roomier vehicle. New Balance Athletic 
Shoes (see <www.newbalance.com>) targets its shoes to different segments, including usage segments of running, 
walking and cross-training athletes, and also gender-based segments targeting specific shoes to male and female 
segments (see <www.newbalance.com>). Most if not all consumer goods manufacturers apply some form of 
segmentation to markets. For example, Schwarzkopf segment their markets using different strategies and, as 
shown in Figure 2.2 (page 32), Schwarzkopf targets different usage or benefit segments for its hair gel products. 

Segmentation frequently provides a marketer with the opportunity to expand a market (or enter a new 
one) by satisfying more effectively the specific needs or wants of particular consumers. Swatch, for example, 
has employed market segmentation to expand its offerings of inexpensive and fashionable watches for men 
and women. Today, the company (which distributes its watches through department stores and jewellers) 
markets a wide range of wristwatches designed to cater to the interests and lifestyles of different segments of 
consumers as shown in Figure 2.3 (page 32). While Swatch still offers consumers conservative watches to 


wear to work, and funky watches for leisure use, it now also features several distinctive lines: scuba or diving 
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watches for the sports-minded, chronographic watches with stopwatches and other techno-features for wrist- 
watch enthusiasts, limited edition watches for Swatch collectors (there is even a worldwide Swatch collectors’ 
club), and children’s watches for toddlers first learning to tell the time (see <www.swatch.coms). 

Market segmentation has also been adopted by retailers. David Jones and Myer target the upscale market 
and their stores carry the higher-priced high-fashion clothing and other consumer goods sought by more 
affluent consumers. Big W and Kmart target blue-collar consumers looking for economy and practicality, who 
would react to a David Jones shirt priced at $200 with total disbelief. Other retailers, such as Target, have 
more recently tried to reposition themselves to capture a wider market and be seen to offer a broader and 
more stylish product range. David Jones, through extensive TV promotions featuring one of their high-profile 
female staff, has sought to communicate a message that would reposition it as a retailer that not only provides 
quality for the upper income target market, but also emphasises competitive prices; this ultimately attracts a 
wider range of consumers. Country Road seems to target upscale consumers who prefer a more casual and 
relaxed style of dress. The young parents who are seen as their target market are reached through a chain of 
Country Road stores. Another great example is Gap, Inc operating in countries such as the US, UK, Japan, 
France, Canada and Germany. Gap (see <www.gap.com>) targets different age, income, and lifestyle segments 
in a diversity of retail outlets. Gap and Super Gap stores are designed to attract a wide age range of consumers 
who seek a casual and relaxed style of dress. Gap targets upscale consumers through its Banana Republic 
stores (see <www.bananarepublic.com>) and somewhat downscale customers with its Old Navy Clothing 
Company stores (see <www.oldnavy.com>). It targets young parents (who are also likely to be Gap or Banana 
Republic shoppers) with its Baby Gap and Gap Kids stores.’ Gap is mindful of catering to the needs of specific 
market components and acknowledging their unique or particular buying patterns. 

Industrial manufacturers also segment their markets, as does the non-profit sector. Organisations such as 
Lifeline (see <wwwilifeline.org.au>) frequently focus their fund-raising efforts on specific donor groups. Some 
opera companies and sporting clubs such as football and rugby league clubs such as the Broncos (see 
<www.broncos.com.au>) segment their subscribers and members on the basis of benefits sought and have 


succeeded in increasing attendance through specialised promotional appeals. 


» How market segmentation operates 


Segmentation studies are designed to discover the needs and wants of specific groups of consumers, so that 


specialised goods and services can be developed and promoted to satisfy their needs. Many new products have 
been developed to fill gaps in the marketplace revealed by segmentation research. For example, Bayer, makers 
of One-A-Day vitamins, has developed a variety of products that are designed to appeal directly to different 
age and gender market segments in terms of their specific vitamin requirements. Nyal, too, has developed a 
range of cough mixtures for different segments of the market as shown in Figure 2.4 (page 33). 
Segmentation studies are also used to guide the redesign or repositioning of existing products or the 
addition of anew market segment. Not only must new products be positioned, but existing products must often 
be repositioned. Often, the basis for a repositioning strategy is the identification of a new market segment, 
changing consumer needs, stagnant or declining sales. Repositioning is accomplished by changing the promo- 
tional appeal, the distribution strategy or the price. For example, Cadbury repositioned its Schweppes ginger 
ale brand from a mixer for alcoholic drinks to a soft drink by refocusing its product mix (with more emphasis 
on flavoured ginger ales, such as raspberry ginger ale), its advertising and its packaging.* For Cadbury, this 
was a particularly important strategy, given the declining consumption of liquor in general, and mixed drinks 


in particular. 
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FIGURE 2.2 
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Repositioning can also be seen, for example, with the manufacturers of women’s hygiene products (tampons 
and sanitary pads) who have over many years targeted the adult women users of this product. Now there is a 
concerted effort to target younger (teenage) users (see Figure 2.5, page +0) with advertisements appearing in 
magazines such as Dolly and Girlfriend. Their campaigns appeal to younger users by dealing with the topic 
in a humorous manner. In past campaigns they have used ads with, for example, a surfboard displayed along 
with the brand and package with copy such as ‘The only time you need a surfboard is when you're surfing’, 
an appeal that many younger female users find removes the stigma from the product. 

A marketer has to try different segmentation variables in order to find the best way to view the market 
structure. For example, with increased consumer interest in health and natural foods, frozen yoghurt can be 
repositioned as an ice-cream substitute for use all day or, with the addition of extra fruit, redesigned to be 
perceived as a natural food. The Sanitarium company, makers of Weet-Bix, have promoted the cereal as an 
all-day food, ‘too good to put away after breakfast’. 

In addition to filling product gaps, segmentation research is used by marketers to identify the most appro- 
priate media in which to place advertisements. Almost all media vehicles—from TV and radio stations to news- 
papers and magazines—use segmentation research to determine the characteristics of their audience and then 
publicise their findings in order to attract advertisers seeking similar audiences. For example, the magazines New 
Idea and Good Medicine are used by Mortein to advertise its Mortein Ultra Low Allergenic Fly © Insect Killer, 


targeted at females, who are the main purchasers of this product and readers of these two magazines. 
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Companies such as ACNielsen and Roy Morgan _ 
Nyal advertisement identifying 


various benefits and demographics 
of users 


Research publicise the characteristics of TV and radio 
audiences and this data is used by TV and radio 


stations to attract potential advertisers. For example, 


ACNielsen conducted research into the makeup of the 
regional Australian TV audience and found that 57.2% 
of people were less than 40 years old, 71.1% of grocery 
buyers were female with an average age of 48 years, 
and 34.3% of homes had children aged 0 to 15. 
Roy Morgan, a major Australian research company, 
conducts studies into readership characteristics for 
newspapers and magazines and makes the data avail- 


able to the media and possible advertisers. Table 2.1 


provides an indication of this type of data with the Roy Peace from coughs 
Morgan readership profiles for the magazine Cosmopoli- and col ds. s fOr || 
creatures big or small. 
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readers’ characteristics and match them with the target Australians big and small. Available in supermarkets everywhere, Nyal is the name you can trust. 


tan. Using these facts, Cosmopolitan is able to target 


potential advertisers more effectively. It can identify its 


markets of advertisers. The advertisers are also better 
able to select magazines with similar characteristics to 
their identified target market. For example, Table 2.1 
shows key demographic and psychographic character- 


istics of the magazine readers. For example, the major 
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» Bases for segmentation 


The first step in developing a segmentation strategy is to select the most appropriate base(s) on which to 


segment the market. Nine major categories of consumer characteristics provide the most common bases for 
market segmentation—geographic factors, demographic factors, psychological characteristics, psychographic 
(lifestyle) characteristics, sociocultural variables, user-related characteristics, user-situation and benefits sought, 
plus hybrid segmentation forms such as demographic/psychographic profiles, geodemographic factors and 
values and lifestyles. Hybrid segmentation formats each use a combination of several segmentation bases to 
create rich and comprehensive profiles of particular consumer segments (e.g. a specific age range, income, 
lifestyle and profession). Table 2.2 (page 35) breaks down these categories into specific variables and gives 
examples for each. The following section discusses each of these segmentation bases; several psychological and 


sociocultural segmentation variables are examined in greater depth in Parts 2 and 3 of this book. 


DEMOGRAPHIC SEGMENTATION 


Demography refers to the identifiable and measurable statistics of a population. Demographic characteristics, 
such as age, sex, marital status, income, occupation and education, are often used as the basis for market 
segmentation. Demographics help to locate a target market, whereas psychological and sociocultural charac- 
teristics help describe how its members think and feel. Demographic information is often the most accessible 


CHAPTER 2 Market segmentation » 33 


Demographics 


Gender 
Men 
Women 


Age 

17 & under 
18-24 

25-34 

35-49 

Total 50 and over 


Education 

Up to Grade 10 high school 
5th form/Leaving/Year 11 
Grade 12 or tech. 
Some/now at university 
Have diploma or degree 


Employment status 
Full-time 

Part-time 

Home duties 

Don't work 


Retired 
Students 


Occupation 
Professional/manager 

Farm owner 

White collar workers 

Skilled workers 

Others (incl. semi/unskilled) 


Income of respondent 
Under $15 000 

$15 000 to $19 999 
$20 000 to $29 999 
$30 000 to $39 999 
$40 000 to $49 999 
TOTAL $50 000 or more 


Home ownership 
Own home 


Looking for work (full-time or part-time) 


21.70% 
18.30% 


21.54% 
37.91% 
20.01% 
13.99% 

6.94% 


29.86% 

8.46% 
21.99% 
17.41% 
22.29% 


32.69% 
28.16% 
6.81% 
2.81% 
9.78% 
2.29% 
17.44% 


8.99% 
0.17% 
30.58% 
4.35% 
16./6% 


90.12% 
8.96% 
14.33% 
11.88% 
6.73% 
8.38% 


29.00% 


Source: Roy Morgan Single Source Australia: April 2003—March 2004. 
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TABLE 2.1 | Selected demographic/psychographic characteristics of Cosmopolitan magazine readers 


Paying off 29.88% 
Rent 38.90% 
Other/not stated 2.22% 
Psychographics 
Travel 
Member of Qantas Club 2.93% 
Member of other airport club lounge 1.11% 
Air travel overseas last 12 months 15.82% 
Air travel within interstate last 12 months 33.42% 
Business decisions in last 12 months 
Personal computer 3.39% 
Computer software 1.47% 
Insurance for a business, etc. 1.16% 
Organised conferences or training seminars 1.08% 
Home activities done in the last 12 months 
Built a house/flat 1.36% 
Spent over $5000 renovating/extending home 11.23% 
Used a power tool around home 37.91% 
Purchase decisions 
Bought goods using PC 12.81% 
Bought goods over phone 7A9% 
Bought goods via mail 12.45% 
Bought goods on interest free terms 5.88% 
Bought goods on lay-by 28.11% 
Hobbies and activities 
Went to an art gallery, museum, or antique 

exhibition 20.39% 
Casino or RSL/leagues or other club 40.62% 
Amusement park or theme park or zoo 19.29% 
Worked in the garden 39.92% 
Watched sport on IV 87.05% 
Went to professional sports events 13.36% 
Played a sport 36.58% 
Did some formal exercise (e.g. gym, aerobics, 

running, cycling, etc.) 93.50% 
Went to a short course, seminar, convention or 

public lecture 19.72% 


TABLE 22 Market segmentation bases and selected variables 


Segmentation base Selected segmentation variables 


Geographic segmentation 


state New South Wales, Queensland, Western Australia, Victoria, South Australia, Tasmania 
Region Capital cities, regional cities, towns, rural 

Location Inner-city, suburban, outer-urban, rural 

Housing density High density, medium density, low density 

Climate Hot, humid, cold, wet 


Demographic segmentation 


Age Under 12, 12-17, 18-34, 35-49, 50-64, 65-74, 75+ 

Sex Male, female 

Marital status single, married, divorced, living together, widowed 

Income $0-$12000, $12 001-$20 000, $20 001-$30 000, $30 001-$40 000, $40 001-$60 000, 
$60 001 and over 

Education Primary school or less, some secondary, completed secondary, tertiary, postgraduate 

Occupation Professional, white-collar, blue-collar, agricultural or labourer 


Psychological segmentation 


Needs-motivation Shelter, safety, security, affection, sense of self-worth 
Personality Extrovert, introvert, sensing, feeling, intuitive 

Risk perception Low risk, moderate risk, high risk 

Involvement Low involvement, high involvement 

Attitudes Positive, negative or neutral 

Psychographic 

Psychographic (lifestyle) Basic needs, Look at me, True conservatism 
Sociocultural segmentation 

Culture Australian, Italian, Greek, Chinese, Vietnamese 
Subculture Asian, Indigenous Australian, Irish Australian 
Religion Jewish, Catholic, Protestant, Muslim, other 
Race/Ethnicity Aboriginal, English-speaking background, non-English-speaking background 
Social class Lower, middle, upper 

Family life cycle Singles, young marrieds, empty nesters 
Use-related segmentation 

Usage rate Heavy users, medium users, light users, non-users 
Awareness status Unaware, aware, interested, enthusiastic 

Brand loyalty strong, some, none 

Use-situational segmentation 

Time Leisure, work, morning, night 

Objective Personal use, gift, snack, fun, achievement 
Location Home, work, friend's home, in-store, near-home 
Person self, family members, friends, boss, peer 


(continues) 
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Segmentation base 


Benefit segmentation 


Hybrid segmentation 
Demographic/psychographic 
Geodemographics 

VALS™ 


Selected segmentation variables 


Male grocery buyers 


Convenience, social acceptance, long-lasting, prestige, economy, value-for-money 


Combination of demographies and psychographic profiles of consumers 
Established investors, welfare dependants, outback Australia 
Actualiser, fulfilled, believer, achiever, striver, experiencer, maker, struggler 


TABLE 2.3. | Demographic profiles of male grocery buyers versus female grocery buyers 


Female grocery buyers 


re ee ee ee eee eee eee eee EE 


Total number (in ’000s) 3045 6506 
Size of household 

e | person 20.53% 12./7% 
e 2+ persons 19.47% 87.23% 
Number of children 

e none 11.89% 62.98% 
e | 9.83% 14.64% 
e 2 745% 14.41% 
e 3+ 482% 7.91% 
Employed 61.88% 90.53% 
Full-time 50.79% 26.25% 
Part-time 11.09% 24.29% 
Average age 47.52 47.97 
Average household income $57070 $57 180 


Source: Roy Morgan Single Source Australia: April 2003—March 2004. 


and cost-effective way to identify a target market. Indeed, most secondary data, including census data, is 
expressed in demographic terms. Demographics are easier to measure than other segmentation variables; they 
are invariably included in psychographic and sociocultural studies because they add meaning to the findings. 
It is on this basis that demographic segmentation seems to be one of the most popular ways to segment 
customer groups. Table 2.3 shows demographic profiles of male and female grocery buyers. Particularly notable 
are differences in household size, number of children and employment status. 

Even when market segments are first defined using other bases, such as personality or behaviour, their demo- 
graphic characteristics must be known in order to assess the size of the target market and to reach it efficiently. 
For example, it is not enough to know that a certain percentage of a target market are avid golfers; its much more 
meaningful to know that a percentage of the people identified as golfers are males between the ages of 30 and 
40, and have an average income of, say, $60 000. Most media develop demographic profiles of their audiences 
and use them in addition to their editorial focus to attract advertisers with matching consumer profiles. 
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The major disadvantage of demographic segmentation is that it tends to be one-dimensional and does not 
differentiate among brands. For example, demographics can provide information on the potential for usage 
of a product (e.g. aftershave lotion or milk) but not on why a particular brand is used, or exactly who uses 
it. Such information is more likely to be learned from psychographic studies, or the cross-correlation of several 
demographic variables (such as depicted in Table 2.1). Demographics are often used in combination to fine- 
tune a market segment, they are also used to form composite variables (e.g. demographic and psychographic 
variables combine to form a composite variable) to measure such sociocultural constructs as family life cycle 
and social class (which are discussed in Chapters 9 and 10). 

Demographic variables reveal ongoing trends that signal business opportunities to marketers, such as shifts 
in age, gender and income distribution. For example, demographic studies show that the over-55 population 
has a much greater proportion of disposable income than younger consumers. This factor alone makes 
consumers aged over 55 an important market for products and services that they might buy for themselves 
(luxury items) or for their adult children who are more likely to be facing major purchase decisions (such as 
home ownership) with fewer financial resources, or their grandchildren. 


Age 

A consumer's age is often a strong determinant of their product choices and consumption practices. Product 
needs often vary with age and many marketers are able to segment their market based on age. For example, 
while adults of all ages join health clubs primarily to ‘improve or maintain their health’, there are other inter- 
esting motivations that set adult-age segments apart with regard to joining a health club. Specifically, it appears 
that younger adults (those 18-34 years of age) join health clubs in part because they desire to ‘look good’, those 
who are between 35 and 54 years of age join to ‘deal with stress’, and those who are 55 and over join for 
‘medial-physical therapy’..* Also, Nyal has segmented the market for its cough-relief medicine on the basis of 
age (see Figure 2.4), with a flavoured version for infants, Children’s Syrup for children aged 2 to 12, Adult 
Liquid for adults, and Senior DX for consumers over 50. Senior DX is carefully tailored to its target market: 
it contains no sugar, alcohol or antihistamine and has no decongestant properties (which can interfere with 
medication for hypertension, cardiovascular disease, diabetes, etc.); it also has an easy-to-open cap, easy-to- 
read packaging, easy-to-grip bottle and a wide-mouthed dosage cup. Tixylix is another successful brand of 
cough syrup that is targeted to the child market. Because of such age-related motivational differences, marketers 
have found age to be a particularly useful demographic variable for market segmentation. 

Marketing communication plays a major role in product positioning or repositioning. Marketers can expand 
their markets by tailoring their messages to new consumer segments on the basis of research that identifies 
sought-after benefits by specific age groups. For example, as mentioned before, female hygiene manufactur- 
ers, such as Libra (see <www.libragirl.com.au>), or Carefree and Stayfree made by Johnson & Johnson which 
have been very successful in capturing a large share of the adult market for their feminine hygiene products, 
now target younger users. Using television commercials and magazine ads for their brands, the campaign 
applied an interesting approach with taglines such as ‘The only time you need a surfboard is when you’re 
surfing and ‘Designed just for ex-boyfriends’. Instead of an educational campaign, the advertisements suggest 
a humorous side to the product. Figure 2.5 (page 40) appeals to young female users via humour, a notion 
that many teenagers find appealing. Age has become an important factor in the marketing of many products, 
even those traditionally targeting image-conscious consumers, such as liquor and perfume. 

Age is also used by radio stations as a segmentation criterion. As a result of competitive rivalry to maintain 
ratings, many radio stations have sought to distinguish themselves by targeting a particular market segment 
of listeners according to age. Magazines also target specific age groups. For example Cosmopolitan as shown 


in Table 2.1 clearly has a larger readership in the 18-24 and 25-34 age groups. Some magazines target the older 


CHAPTER 2 Market segmentation > 37 


market (i.e. those whose children have finished school or university, their houses are paid off and they are at 
the peak of their earnings curve). 

A recently suggested segmentation approach is to group individuals into cohorts. Consumer cohorts are 
individuals born during the same period of time who grow and travel through life together, experiencing 
similar events as they grow up. The classification of consumers into cohorts is based largely on lite experiences 
and the age bands that accompany such experiences. Such experiences that can define a cohort may include 
a depression, a war or a specific time period such as the 60s or 70s. Often we label such cohorts, giving them 
names such as baby boomers or generation X. 

Baby boomers (i.e. those born in Australia between 1946 and 1964) are a special cohort (or group) in that, 
until 1987, they had never been faced with a major recession. They had largely sailed through life, consum- 
ing happily, creating new markets and radically changing the face of marketing (they like the extended trading 
hours now offered by supermarkets and other shopping centres). Smart marketers know that, to reach this 
market, they must deliver a straightforward sales pitch that lets them make up their own minds. Product 
quality, price, convenience and service are still important but, as they rush through life and ignore most market- 
ing messages, information has become just as important. 

Several contradictions characterise this age group. While many earn large incomes, others are former 
managers who have become victims of corporate restructuring and downsizing. Boomers see themselves as more 
adventurous and worldly than their parents; but they realise that financial security is more elusive today than 
when their parents retired. They are now realising that they must spend their money carefully and demand 


real value for their money. Of course, different consumers in this group are interested in different products: 


ll those who have older parents are interested in health-care services and retirement villages 

ll those who have come to parenthood late in life are interested in child-care services, educational toys and 
videos, and tutoring services 

| white-collar workers who have started their own business are interested in computers, fax machines and 


mobile phones. 


Selling products to the boomer market and older consumers in Australia has never been a strong point 
with advertising and marketing agencies. Many simply ignore these segments, focusing on the once all-powerful 
25-35 age group, despite the fact that the baby boomers are one of the largest segments of Australia’s total popu- 
lation grouped by age. 

An important issue concerning age, especially chronological age, is that it implies a number of underlying 
forces. In particular, demographers have drawn an important distinction between age effects (occurrences 
due to chronological age) and cohort effects (occurrences due to growing up during a specific time period). 
Examples of the age effect are the heightened interest in leisure travel that often occurs when people (single 
and married) reach their late fifties or early sixties, and an interest in learning to play golf. While people of 
all ages learn to play golf, it is particularly prevalent among people in their fifties. 

In contrast, the nature of cohort effects is captured by the idea that people hold onto the interests they grew 
up to appreciate. If 10 years from now it is found that many rock and roll fans are over 60, it would not be 
because they have suddenly altered their music tastes, but because baby boomers who grew up with rock and 
roll have become older.? It is important for marketers to be aware of the distinction between age effects and 
cohort effects; the first stresses the impact of ageing, while the other reflects the influence of the period in 
which people are born and the experiences they shared with others of the same age. 

Defining market segments in strictly chronological terms can sometimes be stereotypical and misleading, 


particularly because many consumers have a perceived age (i.e. cognitive age) about 10 to 15 years younger 
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than their chronological age. A useful segmentation approach can be to characterise older consumers in terms 
of their cognitive age rather than their actual chronological age. In particular, the ‘new-age elderly’ have been 
identified as a leading-edge consumer segment that is driven primarily by cognitive rather than chronologi- 
cal age factors. A glimpse at ‘new-age elderly’ consumer profiles in Chapter 12 provides an interesting portrait 


of contemporary older consumers. 


Sex 

Gender is frequently used as a distinguishing segmentation variable. For many products and services, markets 
have long been segmented by either female or male, due to differences in needs and/or social roles of female 
and male consumers. Women have traditionally been the main users of such products as hair colouring and 
cosmetics, and men the users of tools and shaving preparations. However, sex roles have blurred, and gender 
is no longer as accurate as it once was in distinguishing consumers in some product categories. For example, 
men have become users of skin care and hair products, and women are buying household repair tools, tradi- 
tionally seen as a male-oriented domain. It is becoming increasingly common to see magazine and TV adver- 
tisements that depict men and women in roles traditionally occupied by the opposite sex. For example, many 
ads reflect the expanded child-nurturing roles of young fathers in today’s society (the Australian Dairy Corpo- 
ration butter commercials with the father cooking and serving dinner to the kids is an example of gender role 
reversal). 

Much of the change in sex roles has come about because of the continued growth in the number of dual- 
income households (see Chapter 10) and the rise in single parent families. Many product categories are 
impacted on by the increased number of women in the workforce. One consequence for marketers is that 
women are not as readily accessible through traditional media as they once were. Because working women do 
not have much time to watch TV or listen to the radio, many advertisers now emphasise magazines in their 
media schedules, especially those specifically aimed at working women (e.g. Working Mother, New Woman, 
Cosmopolitan, Marie Claire). Direct marketers also have been targeting time-pressured working women who 
use merchandise catalogues, telesales 1800 numbers, and Internet sites as ways of shopping for personal 
clothing and accessories, as well as many household and family needs. 

Recent research has shown that men and women differ in terms of the way they look at their Internet 
usage. Specifically, men tend to ‘click on’ a website because they are ‘information hungry, whereas women 
click because ‘they expect communications media to entertain and educate.” Table 2.4 presents additional 
male and female differences when it comes to using the Internet and compares some key usage situations and 
favourite Internet materials for men versus women. 

Women are the critical family influencers or decision makers for many products and services used by other 
family members. For instance, women frequently purchase underwear, razor blades and shaving cream for 
their husbands and sons. Women also influence the purchase of products consumed jointly by household 
members. For example, United States research suggests that women critically affect the decision to install a 
pool in the backyard; while the decision to purchase a pool tends to involve the whole family, women typi- 
cally argue in favour of the purchase while men argue against it. The net outcome is that the core target market 
for swimming pools consists of women aged between 24 and 45, usually well educated and members of upscale 
households.’ 

Women form an important segment in the newsprint and magazine industry. The number of magazines 
increased in the late 1990s, while actual readership slowed dramatically, reversing the sales growth of the 
early 1990s.® There is growing specialisation of magazines. For example, in the late 1990s Minx entered the 
Australian market, targeting the 18-35 age female market, with features on sex, fashion and lifestyle. Minx’s 


philosophy included ‘Be glad to be a woman . . . we got off the Titanic first’. More recently ACP (Australian 
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FIGURE 2.5 


Carefree brand targeting young 
female users via humour and 
important benefit (comfort) 


Make yourself more comfortable. 


f hme Carefree” Siimtampons inside the tampon where it is absorbed. 
bably thought about it Nave a unique Sik Ease’ cover that makes 
UMMBE, them so silky sinoath, co other tanipoen 
yu want and, bes? of ail. S more comtortabla to insert and femove. in @ lanipon that’s very gentie on you 
forget you've even gat your penod. So there's The trick is just to reiax and fallow the 
plenty of upsidss. nstructions that come with each box af 

But what about the downsides? Like Carefree” Siims, 

ting at in for the fest tim? Wei! there's Once We tampon is in you won't even feat 


raaliy nothing to worry abaut. Honestly. Ratall. But you will tec! compietely protected 


it may feel a bit Odd actually inserting st knowing has Uny pores which direct fluid 


Source: Reproduced with permission from Johnson & Johnson Pacific. 


TABLE 2.4 


Key usage situation 


Female Segments 
Social Sally 

New Age Crusader 
Cautious Mum 
Playful Pretender 
Master Producer 


Making friends 
Fighting for causes 
Nurturing children 
Role playing 

Job productivity 
Male Segments 
Bits and Bytes 
Practical Pete 


Computers and hobbies 
Personal productivity 


Viking Gamer Competing and winning 
Sensitive Sam Helping family and friends 
World Citizen Connecting with world 


Consolidated Press) published Shop Til You Drop 
targeted at the 16-39 age group of women, ‘who just 
love to shop’.? Women have new images of themselves 
and they no longer want to be locked into a second- 
class status (dependents/innocents) or portrayed as 
sexual appendages. Women want to be seen as strong 
and independent (Nike’s ‘Just do it’ worldwide 
campaign portrays women in a positive light, 
getting on with life, being strong and successful); or 
they want to be presented with images that appeal to 
their values. 

Those women who we might label as ‘thirty-some- 
thing’ appear to differ from women in their twenties 
and forties. This age group of women has become a 
force to be reckoned with, as they are increasingly 
committed to autonomy and self-styled success. 
Australian women in their thirties have very differ- 
ent attitudes and aspirations to women in their 
twenties and forties, and on this basis marketers have 
to take them seriously as an important demographic 
group. These women are taking more interest in their 
careers and their finances, increasingly becoming 
more financially fluid, wielding significant purchas- 
ing power. They have changed their shopping habits 


since their twenties, are now more inclined to look 


Male and female segments of Internet users 


Favourite Internet materials 


Chat and personal Web page 

Books and government information 
Cooking and medical facts 

Chat and games 

White pages and government information 


Investments, discovery, software 
Investments, company listings 
Games, chat, software 

Investments, government information 
Discovery, software, investments 


Source: Scott Smith and David Whitlark, ‘Men and women online: What makes them click,’ Marketing Research, Summer 2001, p. 22. Reprinted with 


permission from the American Marketing Association. 
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for quality over price, read labels more, buy Australian, and seek environmentally friendly products. Women 
are now buying their own cars and jewellery, and there has been a gradual increase in men doing the super- 
market shopping. 

With around one in three marriages currently ending in divorce and just over 60% of women now working, 
the classic role model of ‘mother/homemaker/domestic’ is fast disappearing. Children are growing up with 
new images of the home and with a different definition of the distribution of tasks that were historically based 
on gender roles. While the women’s lives may not be that different, the way in which they see themselves can 
vary enormously. The differences are attitudinal and are reflected in what they look for in brands, in adver- 
tising and in their media consumption. They relate to different advertising approaches to how women see 
themselves and their relationships with their families and others. 

While the Australian population is considerably smaller, the trend is similar to the United States. Australian 
households are becoming more diverse in size and structure, and recognition of the female and male home- 


maker profile is an important reference for supermarkets and other retail outlets. 


Marital status 

Marketers have also discovered the benefits of targeting specific marital status groupings, such as singles, 
single parents, and dual-income married couples. For example, singles, especially one-person households with 
incomes greater than $35 000, comprise a market segment that tends to be above average in the use of products 
not traditionally associated with supermarkets (e.g. liqueurs, books, imported coffee) and below average in 
their consumption of traditional supermarket products (e.g. tomato sauce, peanut butter, mayonnaise). Such 
insights can be useful for a supermarket operating in a neighbourhood of one-person households in deciding 
the merchandise mix for the store. Some marketers target one-person households with single-serve prepared 
foods (e.g. Continental Cup-a-Soup, McCain dinner for one). The theme ‘Are you looking after yourself?’ is 
one successfully targeted to single people who, living by themselves, are perceived as not meeting their dietary 


needs. (The family, as a consuming unit, is discussed in greater detail in Chapter 9.) 


Income, education and occupation 

Income has long been an important variable for distinguishing market segments. Marketers commonly use 
income as a segmentation criterion, because they feel it is a strong indicator of the ability (or inability) to 
pay for a product (or brand) or a specific model of a product. The average household spending on goods and 
services in the 1993-94 period was $602 per week; yet there is a significant difference between the lowest 
income quintile spending $303 per week and the highest quintile spending $994 on average. This amount 
has changed considerably from the 1993-94 period, increasing to $699 in the 1998-1999 period, and the low 
income group increased to $466.20 and highest income quintile to $1155.90 in the 1998-99 period.'° 
Studying the expenditure across this five-year period indicates an increase of approximately 16%, with major 
increases in spending in areas such as transportation increasing by 26%, and food and non-alcoholic bever- 
ages up 14%. 

The major problem with segmenting the market on the basis of income alone is that income only indicates 
the presence (or absence) of the ability to pay for a product, whereas the actual choice may be based on 
personal lifestyle, taste and values—variables largely determined by occupation and education. Income is often 
combined with other demographic variable(s) to define the target market(s) more accurately. For instance, 
high income has been combined with age to identify the newly-recognised affluent elderly segment; it has 
also been combined with age and occupational status to produce the so-called yuppie segment, the most 
sought-after subgroup of the baby boomer market. Figure 2.6 (page 44) shows an ad for TDK, suggesting how 
well it suits the fast, ‘on the go’ lifestyle of affluent young professionals (Road Warrior). 
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Education, occupation and income tend to be closely correlated in almost a cause-and-effect relationship. 
High-level occupations that produce high incomes usually require advanced educational training. Individu- 
als with little education rarely qualify for high-level jobs. Because of the interrelationship among these three 
variables (education, occupation and income), they are often combined into a composite index of social class 
(described in detail in Chapter 10), which reflects a person’s values, attitudes, tastes and lifestyle more accu- 
rately. For example, a doctor and a plumbing contractor earning the same income but with different educa- 
tional backgrounds are likely to spend their money in different ways. One may drive a BMW, the other a 
Holden Commodore HSV ClubSport or Holden Monaro. One may be an opera buff, the other a football 
follower. Importantly, for marketers of certain types of goods, income alone does not sufficiently differenti- 


ate a target market. 


GEOGRAPHIC SEGMENTATION 


In geographic segmentation, the market is divided by location. The theory behind this strategy is that people 
who live in the same area share some similar needs and wants, and that these needs and wants differ from those 
of people living in other areas. However, some marketing theorists and marketing practitioners believe that 
worldwide satellite television transmission and global communication networks have erased all regional bound- 
aries, and that geographic segmentation should be replaced by a single global marketing strategy. Other 
marketers are going in the opposite direction and developing highly regionalist marketing strategies—local- 
ising their efforts to fit the needs of individual regions, cities and even suburbs. For example, in the United 
States, companies such as Campbell's Soups have been known to reorganise entire marketing operations by 
segmenting the domestic market into specific regions. Sales managers have the autonomy to develop adver- 
tising and promotional campaigns geared to local market needs and conditions, using a range of local media. 
They work closely with local retailers on displays and promotions and report on the micromarketing strategy. 
Coca-Cola has also—aside from its global adver- 


tising orientation—launched micromarketing 


TABLE 2.5 | Micromarketing at the geographic level 


campaigns in specific countries and regions. 
McDonald’s While this trend is not as strong in Australia, 


due to the fact that the Australian market is 


O° ° 
ini : : substantially smaller, Australian marketers do 
State notice some factors of notable contrast among 
NoW 37.93 37.33 various states, cities and regional centres. For 
Victoria 26./9 26.99 example, certain food products and/or varieties 
Queensland 18.13 13.91 sell better in one region than in others. Other 
Western Australia 9.73 8.04 


regional differences can be accounted for by 


Region climate. The sunbelt regions of Queensland and 
Capital cities 76.24 63.54 Western Australia represent better opportunities 
Country areas 23./6 36.46 for selling swimsuits and in-ground pools than 
Cities do the alpine regions of New South Wales and 
Sydney 31.10 99 87 Victoria, where home heating systems and over- 
Melbourne 71.80 19.44 coats are likely to be better sellers. In addition 
Brisbane 10.35 8 O6 to regional and climatic differences, market 


Perth researchers have found that product usage 


frequently differs among major cities. Table 2.5 
Source: Roy Morgan Single Source Australia: April 2003—March 2004. provides a sample of Australian states, regions and 
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cities (capital city versus country area) and corresponding consumption rates of the brands 7-Up Lemonade 
and McDonald's showing some interesting differences in consumption across the geographic identifiers. 
Different purchasing patterns exist among the major suburbs of large cities, small towns and rural Australia 
where, for example, different types of household furnishings and leisure products are sold. Even within a large 
metropolitan area, people living in the inner city will buy different types of home furnishings and leisure 
goods to those living in the suburbs. Convertible sofa beds or couches and appliances that aren’t too large are 
more likely to be bought by inner-city dwellers, whereas homeowners dispersed in the outer suburbs or country 
areas will be able to accommodate a large barbecue, outdoor setting, lawn-mower and lawn-edgers. 
Geographic segmentation is a useful strategy for many marketers. It is relatively easy to find geographic- 
based differences for many products; in addition, geographic segments can be reached easily via local media, 


including newspapers, TV and radio, and regional editions of magazines. 


PSYCHOLOGICAL SEGMENTATION 


Psychological characteristics refer to the intrinsic qualities of the individual consumer. Consumer segmenta- 
tion strategies are often based on specific psychological variables. For instance, consumers may be segmented 
in terms of their needs and motivations, personality, perceptions, learning, level of involvement, or attitudes. 
(Part 2 examines more fully the wide range of psychological variables that influence consumer decision making 


and consumption behaviour.) 


PSYCHOGRAPHIC SEGMENTATION 


Marketing practitioners are increasingly utilising psychographic research, which is closely aligned with psycho- 
logical research, especially personality and attitude measurement. This form of applied consumer research 
(also commonly referred to as lifestyle analysis) has proven to be a valuable marketing tool that helps identity 
promising consumer segments that are likely to be responsive to specific marketing messages. For example, 
the promotion of such products as Colgate-Palmolive’s Lux soap, Jack Daniels whiskey, Telstra’s phone services, 
KEC fast food, Nescafé coffee and Dewar’s White Label Scotch is based on psychographic research that captures 
insights and creates profiles of the consumers being targeted.*? 

In their most common form, psychographic segmentation studies employ a battery of statements designed 
to identify relevant aspects of a consumer's personality, buying motives, interests, attitudes, beliefs and values. 
The psychographic profile of a consumer segment can be thought of as a composite of consumers’ measured 
activities, interests and opinions (often referred to as AlOs). As an approach to constructing consumer psycho- 
graphic profiles, AlOs research seeks consumers’ responses to a large number of statements that measure 
activities (how the consumer or family spends time—e.g. working, taking holidays, bushwalking), interests 
(the consumer’s or family’s preferences and priorities—e.g. home, fashion, food) and opinions (how the 
consumer feels about a wide variety of events and issues—politics, social issues, the state of education, the 
future). Table 2.6 presents a portion of a psychographic inventory from a recently designed study of ‘techno- 
road-warriors’, business people who spend a high percentage of their working week on the road, equipped 
with notebook computers, pagers, mobile phones and electronic organisers (as depicted in Figure 2.6). 

Table 2.7 (page 45) presents a hypothetical psychographic profile of a techno-road-warrior. The appeal of 
psychographic research lies in the frequently vivid and practical profiles of consumer segments that it can 
produce (which will be illustrated later in this chapter). 

In a psychographic research study, consumers are usually asked to reveal their own personal (individual) 
or their family’s (household’s) reactions to a variety of statements. For example, if Gillette decided to evaluate 


the target market for its successful Sensor razor in terms of psychographic characteristics, it might use the 
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following statements to capture individual and family 


FIGURE 2.6 | Road Warrior—Occupation-based 
segment for TDK product 


predispositions toward the Sensor razor system. 


Personal statements 


= Tm a demanding person. 

i For me, seeking perfection in what I do is really 
not important. 

i When I wake up in the morning, my appearance is 
uppermost on my mind. 

i When it comes to the way I dress, I'm not particu- 
larly fashion-conscious. 


THE GLOBALPULSE SOFTWARE MODEM. 
NO PC CARD. NO LAND-LINE. 


NO BATTERY DRAINAGE. NO LIMITS. Family statements 


NOW COMPATIBLE WitH scom 
PALM Ill, ix AND PACM Vv. 


l ‘Good’ grooming is important to all members of my 


family. 


When you're working on the road, the last thing you need is a flat - flat 


battery that is. 7 
Now, no matter where you are, you can keep your finger on the pulse El Members of my family frequently comment on how 
for longer with TDK’s GlobalPulse software modem 
GlobalPulse lets you use your GSM mobile phone to send data and good I look after I shave. 
facsimiles, or access the internet without the need for expensive, ‘ . : 
¢ s auctayee eel ence : i We are a particularly good-looking family. 
This revolutionary integrated software solution operates under . 
se Mh omead ieee eae eaten eS i We are more likely to try new products than most 
GSM MOBILE PHONE as well as IBM's Workpad. It is designed to complement all your favourite : . 
existing communications packages such as e-mail and web browsers. of Our friends and neighbours . 
GlobalPulse supports the market leading phones from Nokia and Ericsson (Palm . . 7 
only) and can be readily upgraded to take advantage of new GSM features as Hl I Imagine that we buy and use more StToOomne: 
they become available. 
Priced from $199.00 RRP including tax. For further details, call TDK on products than other people we know. 
1800 651 917. For more information on the 4 
entire range of TOK products, Bis our a  TDIK. 
ae sce at wo ch Crh. siinlas 0 a avert Respondents are asked to evaluate such statements 
Source: Courtesy of TDK (Australia) Pty Ltd. in terms of their degree of agreement (e.g. strongly 


TABLE 2.6 | Portion of an AlO inventory used to identify ‘techno-road-warriors’ 


Instructions: Please read each statement and place an ‘x’ in the box that best indicates how strongly you agree or 
disagree with the statement. 


Agree Disagree 
completely completely 
e | feel that my life is moving faster and faster, [1] [2] [3] [4] [| [6] [7] 


sometimes just too fast. 

If | consider the ‘pluses’ and ‘minuses’, technology _— [1] [2] [3] [4] [5] [6] [7] 
has been good for me. 

| find that | have to pull myself away from email. [1] [2] [3] [4] 
Given my lifestyle, | have more of a shortage of [1] [2] [3] [4] [5] [6] [7] 
time than money. 

| like the benefits of the Internet, but | often don’t [1] [2] [3] [4] [9] [6] [7] 
have the time to take advantage of them. 

| am generally open to considering new practices [1] [2] [3] [4] [5] [6] [7] 
and new technology 
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Hypothetical psychographic profile of the ‘techno-road-warrior’ 


¢ Goes on the Internet 6-plus times a week 
sends and/or receives 15 or more email messages a week 
Regularly visits websites to gather information and/or to comparison shop 
Often buys personal items via 1800 numbers and/or over the Internet 
May trade stocks and/or make travel reservations over the Internet 
Earns $100 000 or more a year 
Belongs to several reward programs (e.g. frequent flyer programs, hotel programs, rent-a-car programs) 


agree, agree, disagree, strongly disagree). For some statements, the respondent may be asked to indicate the 
degree of importance (e.g. very important, slightly important, unimportant). 

In addition to reflecting either personal or family activities, interests and opinions, psychographic state- 
ments can be designed to be either general or product-specific. In a psychographic study of a specific product 
category, consumer researchers are likely to include both general and product-specific statements. For example, 
a study aimed at examining the practice of including snacks (e.g. a Mars bar or muesli bar) in children’s 


lunches might include such general statements as these: 


ll My children could eat the same thing for lunch every day. 
ll My children are always telling me what their friends’ mothers make them for lunch. 


ll My children prepare their own school lunches most of the time. 
It might also include such product-specific statements as: 


| When I was a child, my mother regularly gave me a snack as part of my school lunch. 
| When choosing a lunchtime snack for my children, I select it as if ’m selecting food. 


Both types of statements supply valuable insights into consumer attitudes. However, while the general 
statements focus on broader perceptions, preferences and attitudes, the product-specific statements pertain 
directly to the product and its use. Using TV viewership as an illustration, Table 2.8 provides examples of the 


four major types of psychographic statements discussed in this section. 


TABLE 2.8 | Classification of different types of psychographic statements for a TV viewership study 


Individual/Personal Family/Household 


General 

‘!’m the kind of person who hangs out at home a lot.’ ‘We really must be couch potatoes; we're always staying 
home. 

‘Give me a good reason, and I'll have a party.’ ‘We'll buy anything that will bring the family together.’ 


Product-specific 

‘My idea of a good evening is to stay at home and relax in ‘We have real limits as to how much TV we allow 
front of the TV.’ ourselves to watch.’ 

‘| can watch 10 hours of TV and not know it.’ ‘We eat our meals as a family while watching TV.’ 
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(The discussion of psychographic segmentation is continued in the latter half of this chapter, where we 
consider how psychographic and demographic variables are combined to create descriptive profiles of consumer 


segments. ) 


SOCIOCULTURAL SEGMENTATION 


Sociocultural segmentation variables (i.e. group and cultural) provide further bases for market segmentation. 
For example, consumer markets have been successfully subdivided into segments on the basis of stage in the 


family life cycle, social class, core cultural values, subcultural memberships and cross-cultural affiliation. 


Family life cycle 

Family life cycle segmentation is based on the premise that many families pass through similar phases in their 
formation, growth and final dissolution. At each phase, the family unit needs different products and product 
styles. Young single people, for example, need basic furniture for their first flat, while their parents, finally 
free of childrearing, often refurnish their homes with more elaborate pieces. Family life cycle is a composite 
variable based explicitly on marital and family status, but implicitly including relative age, income and employ- 
ment status. Each stage in the family life cycle (singles, young marrieds, parenthood, post-parenthood and 
dissolution) represents an important target segment to a variety of marketers. (Chapter 9 discusses the family 


life cycle in greater depth and looks at the family and its consumer characteristics in more detail.) 


Social class 

Social class (or relative status in the community) can be used as a base for market segmentation It is usually 
‘measured’ by a weighted index of several demographic variables, such as education, occupation and income 
(as discussed in the section on demographic segmentation). The concept of social class implies a hierarchy in 
which individuals in the same class generally have the same degree of status, while members of other classes 
have either higher or lower status. Studies have shown that consumers in different social classes vary in terms 
of values, product preferences and buying habits. Many major banks, investment companies and airlines, for 
example, offer a variety of different levels of service to people of different social classes (e.g. private banking 
services and first class air travel to upper class). Figure 2.7 (page 48) illustrates how class can be used as an appeal, 


by identifying that the brand of flooring appeals to all walks of life. (Chapter 10 discusses social class in detail.) 


Culture, subculture and cross-cultural affiliation 

Some marketers have found it useful to segment their domestic and international markets on the basis of 
cultural heritage, since members of the same culture tend to share common values, beliefs and customs. 
Marketers who use cultural segmentation stress specific, widely held cultural values with which they hope 
consumers will identify. For example, in Australia, most consumers would identify with the values of freedom 
of choice, mateship and individuality. Cultural segmentation is particularly useful in international marketing, 
but it is important for the marketer to understand fully the beliefs, values and customs of the countries in 
which the product is being marketed (i.e. the cross-cultural context; see Chapter 13). 

Within the larger culture, distinct subgroups (subcultures) are often united by certain experiences, values 
or beliefs that make effective market segments. These groupings could be based on a specific demographic 
characteristic (e.g. race, religion, ethnicity or age) or lifestyle characteristics (working women, golfers). In 
Australia, important subcultural market segments include Greek-Australians, Italian-Australians, Asian- 
Australians (including Vietnamese-Australians) and the elderly. For example, advertisers use a variety of Italian- 
language and English-language print and broadcast media, through which they target the lucrative Italian 
market. Similarly, the appreciation of 50-plus consumers as a growth subcultural market segment has encour- 


aged marketers to develop new products and reposition old products (and services) specifically for this market. 
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Hotels and retail stores offer special discounts to elderly consumers (e.g. with Senior Citizens Card); many 
personal-care products and health products are formulated especially for the over-50 market; and a variety of 
magazines target mature adults. 

Often, a product must be altered or reformulated in some way for it to do well in several cultures. For 
example, Nestlé, a Swiss company that sells coffee worldwide, makes a strong brew for the Italian market and 
a weaker coffee for the Australian market. Sometimes, it is merely custom that divides cultural segments. 
Greetings cards, sold without verses in Europe, are usually sold with verses in Australia. Culturally distinct 
segments can be marketing prospects for the same product, but it may be necessary to reach them with differ- 
ent promotional appeals. For example, bicycles might be promoted as an efficient means of transportation in 
Asia and as a health and fitness product in Australia. 

International marketers who base their products and promotional campaigns on the results of cross-cultural 
studies are more likely to succeed in specific ethnic markets than those who use a standardised marketing 
approach. For example, Parker Brothers, the manufacturer of Monopoly, has introduced a Russian version of 
the board game in Russia. Appropriate changes have been made on the board (e.g. instead of Pall Mall, players 
land on Arbat, a pedestrian mall in Moscow) as the standard board would have been meaningless to the Russian 
market. All references to stocks, which are not sold in the former Soviet Union, have been changed to bonds. 
The familiar Monopoly tokens remain the same, but a Russian bear token has been added. 

With some product types, companies cannot always advertise abroad as they do in Australia. In Germany, 
toy soldiers can only be shown on TV if they are unarmed and seated in jeeps rather than in tanks. Germany 
also bans the use of comparative advertising and competitive claims. In Austria, children cannot be used in 
commercials; enterprising marketers have used dwarfs or animated drawings to represent children.'” Tele- 
vision ads aimed at minors are regulated by the European Union's Television Broadcasting Directive of 1989, 
which states that television ads should not directly exhort juveniles to buy a product or service by exploiting 
their inexperience or credulity. (Chapters 11, 12 and 13 examine cultural, subcultural and cross-cultural bases 


of market segmentation in greater detail.) 


USE-RELATED SEGMENTATION 


Use-related segmentation is a popular and effective form of segmentation that categorises consumers in terms of 


product, brand or service usage characteristics, such as rate of usage, awareness, level and degree of brand loyalty. 


Rate of usage 
Rate of usage segmentation differentiates among heavy users, medium users, light users and non-users of 
a specific product, service or brand. For example, research has consistently indicated that 25-35% of beer 
drinkers account for more than 70% of all beer consumed. For this reason, most marketers prefer to target 
campaigns to the heavy users, rather than spend considerably more money trying to attract light users. This 
also explains the successful targeting of light beer to heavy drinkers on the basis that it is less filling (and thus 
can be consumed in greater quantities) than regular beer. 

Marketers of a wide variety of products have found that a relatively small group of heavy users account for 
a disproportionately large percentage of product usage; targeting these heavy users has become the basis of their 
marketing strategies. Other marketers take note of the gaps in market coverage for light and medium users, 
and profitably target these segments. Usage rate has been a segmentation criterion for many mobile phone 
operators who offer plans according to usage. 

Marketers also consider the current versus the future potential of consumer segmentation when setting 
marketing strategy. For example, many banks might deliberately not target university students or aged pension- 


ers as a primary market because they view them as a high-use, low-profit segment (minimal deposits). Other 
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bankers see university students as a very attractive 


FIGURE 2.7. | Amtico brand identifies key images 
of elegance and copy ‘for all walks 
of life’ appealing to class 


long-term market (potentially higher than average 
incomes, and likely buyers of homes, cars and boats), 
and do their best to attract them as clients before 


graduation. Because current university students have 
the potential to become future heavy users, they are 
an attractive market. 

Non-users represent a special challenge and 
marketers have to decide whether non-users are a 
potentially worthwhile segment, or whether the 
resources needed to convert them into users 
(i.e. enlarging the market) can be better spent in trying 
to lure present users away from competitive products 


(i.e. increasing their own market share). 


Awareness level 

Awareness level encompasses the notion of consumer 
awareness, interest level or buyer readiness. Marketers 
have to determine whether potential consumers are 
aware of the product, interested in the product, or 
need to be informed about the product. Figure 2.8 
refers to the promotional campaign for lamb as a 
healthy alternative to other, more fatty foods. 
Although Australian consumers have long been aware 
of lamb as a major food, the campaign aimed to regen- 
erate interest by portraying lamb as a food with low fat 
content, which could be prepared quickly and in ways other than the traditional roast. Such awareness- and 
use-related segmentation approaches have also been used by the Australian Dairy Corporation to promote 
dairy products. 


Brand loyalty 

Sometimes brand loyalty is used as the basis for segmentation. Marketers often try to identify the charac- 
teristics of their brand-loyal consumers so that they can direct their promotional efforts to people with 
similar characteristics in the larger population. Other marketers target consumers who show no brand 
loyalty (i.e. ‘brand switchers’), in the belief that such people represent greater market potential than consumers 
who are loyal to competing brands. Brand switchers or non-brand-loyal consumers also suggest a different 
type of marketing mix to the marketing practitioner (low price, consumer ‘deals’, point-of-sale displays, 
etc.). Almost by definition, consumer innovators—often a prime target for new products—tend not to be 
brand loyal. 

Increasingly, marketers stimulate and reward brand loyalty by offering special benefits to consistent or 
frequent customers. Such frequent usage or relationship programs often take the form of a membership ‘club’ 
(e.g. Qantas Frequent Flyer, or FlyBuys). Relationship programs tend to provide special accommodation and 
services, as well as free extras, to keep these frequent customers loyal and happy. This segmentation approach 
identifies the purchase patterns of consumers and develops strategies targeted at either loyal users to keep 
them loyal, or switchers to attract them to the marketer's brand. 
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Lamb ad designed to create awareness and interest 
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Source: Courtesy of Meat and Livestock Australia. 


USER-SITUATION SEGMENTATION 


Marketers recognise that the occasion or situation often determines what consumers will purchase or consume. 
For this reason, they sometimes focus on the usage situation as a segmentation variable. The following three 


statements reveal the potential of user-situation segmentation. 


‘When I’m on vacation, I always enjoy a hearty breakfast.’ 
i ‘When I’m away on business, I stay at a Hilton Hotel; when I travel with my family, I stay at a Flag Inn.’ 


li ‘Il always send my mother flowers on her birthday.’ 


Under other circumstances, in other situations and on other occasions, the consumer might make differ- 
ent choices. Some situational factors that might influence a purchase or consumption choice include whether 
it is a weekday or weekend (e.g. going to a movie); whether there is sufficient time (e.g. use of regular mail 
or express mail); whether it is a gift for a friend, parent or boss or a self-gift (a reward to oneself). 

Some marketers try to instil the notion of the suitability of certain products in certain situations; others 
try to break customary consumer habits. In an effort to challenge the customary usage of coffee as a breakfast 
and mid-morning adult drink, a US company test-marketed Jolt Cola (which is high in caffeine) as a ‘wake- 
up’ and mid-morning drink, as a replacement for coffee. 

Many products are promoted for special usage occasions. The greeting card industry, for example, stresses 
special cards for a variety of occasions, which seem to be increasing almost daily (Secretaries’ Day, etc.). The 
florist and confectionery industries promote their products for Valentine’s Day and Mother's Day; the diamond 
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industry promotes diamond rings as an engagement 


FIGURE 2.9 | Advertisement targeting specific 


symbol, the watch and pen industries promote their 
brand appeal for usage occasion 


products as graduation gifts. Research evidence suggests 
that particular usage situations are viable bases for 
segmentation. For example, Orlando Wyndham 
promoted their Maison brand of drink as a stylish 
drink, suitable for celebration and party situations; the 
headline and copy target the occasion—‘Celebrate in 
style’. Usage can also be seen in the advertisement 
shown in Figure 2.9 identifying the usage occasion as 
a gift for Mother's Day. Business Review Weekly and 
Financial Review clearly target corporate businesspeople 
who use newspapers to keep informed about business 
issues. In a somewhat similar fashion, Reader’ Digest 
targets different segments with special editions of its 
flagship magazine that are designed to meet audience 
interests and the focus of potential advertisers more 
precisely. 

Time pressure is a component of the usage situa- 
tion. Consumers in a rush are less likely to visit a major 
shopping centre, but will select some other type of 
convenience store where they feel they can get in and 


out quickly. The airlines’ pricing structure is based on 


time pressure: travel that is booked close to the depar- 


Source: Courtesy of L'Oreal Australia. 


ture date is priced at the top of the scale, while travel 
booked far in advance is usually priced much lower. This is evidenced in the Frequent Flyer program run by 
Qantas and other airlines (see <www.qantas.com.au>). This situational pricing policy tends to reflect the reality 
that holiday travel is optional, and the price-sensitive leisure market segment is willing to plan ahead to obtain 


lower fares. 


BENEFIT SEGMENTATION 


Marketing managers often attempt to isolate the one particular benefit that they should communicate to 
consumers. Benefit (or needs based) segmentation requires finding the major benefits people look for in the 
product class, the kinds of people who look for each benefit and the brands that deliver each benefit. Examples 
of benefits that are commonly used include health benefits (Vaalia yoghurt), a sense of ‘doing good’ (World 
Vision Australia), financial security (AXA), relief of dry skin (Vaseline Intensive Care), elimination of house- 
hold odours (Glen 20), relief of arthritis (Blackmores: see Figure 2.10), pain relief (Naprogesic: see Figure 2.11), 
comfort (Rockport shoes) and safety (Volvo). In effect this process is based on the view of understanding the 
needs of the end user. 

Changing lifestyles play a major role in determining the product benefits that are important to consumers, 
and provide marketers with opportunities for new products and services. For example, the microwave oven 
was the perfect solution to the needs of dual-income households, where neither partner has time for lengthy 
meal preparation. Food marketers offer busy families the benefits of breakfast products that require only 
seconds to prepare (e.g. Kellogg’s Pop Tarts) or dinner that is quick and easy (McCain Combo meals). 
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Benefit segment and benefit-based FIGURE 2.11 | Identifying key brand benefit 
appeal uses 
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Benefit segmentation can be used to position various brands within the same product category.’? The 
classic case of successful benefit segmentation is the market for toothpaste. Close-up, with a social appeal that 
stresses bright teeth, is targeted to young people; Aim is targeted to parents as a good-tasting toothpaste that 
will encourage children to brush longer; Colgate Tartar Control is targeted towards adults as a means of 
removing tartar (a cosmetic benefit) and plaque (a health benefit). 

Benefit segmentation is used not only to find a niche for new products, but also to reposition established 
products. In a changing society concerned with sexually transmitted disease, condom manufacturers are now 
targeting women by means of aggressive advertising campaigns stressing disease prevention. They are also 
packaging condoms in pastel-coloured boxes and stocking them on open shelves in the feminine hygiene 


sections of pharmacies and supermarkets to make them easy to buy. 


HYBRID SEGMENTATION APPROACHES 


Marketers commonly segment markets by combining several segmentation variables, rather than relying on 


a single segmentation method. This section examines three hybrid segmentation approaches that provide 
marketers with richer and more accurately defined consumer segments than can be derived from using a single 


segmentation variable—demographic/psychographic profiles, geodemographics, and values and lifestyles hybrid 


segmentation approaches. 
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Demographic/psychographic profiles 
Demographic and psychographic profiles are highly complementary approaches that work best when used 
together. By combining the knowledge gained from both demographic and psychographic studies, marketers 
are provided with powerful information about their target markets. Such an approach provides meaningful 
insights for segmenting mass markets, choosing which promotional appeals to use, and selecting the adver- 
tising media most likely to reach the target market. 

Demographic/psychographic profiling has been widely used in the development of advertising campaigns 


to answer three questions: 


1. Whom should we target? 
2. What should we say? 
3. Where should we say it? 


To help advertisers answer the third question, many advertising media vehicles sponsor demographic/psycho- 
graphic research that allows them to develop detailed audience profiles. Table 2.9 illustrates selected demo- 
graphic details of Australian Coke and Pepsi drinkers and their values. The table shows some quite large 
differences between Pepsi and Coke, as well as some similarities in consumption patterns. By offering media 
buyers such dual profiles of their audiences, publishers and broadcasters make it possible tor advertisers to 
select media whose audiences most closely resemble their target markets. Advertisers are increasingly design- 
ing ads that depict in words and/or pictures the essence of a particular target-market lifestyle. Litestyle and 
psychographic issues are discussed more fully in Chapter 10 and subcultural aspects of particular groups such 


as baby boomers and their psychographic characteristics are discussed further in Chapter 12. 


Geodemographic segmentation 
This type of hybrid segmentation scheme is based on the notion that people who live closest to one another 
are likely to have similar financial means, tastes, preferences, lifestyles and consumption habits (similar to the 
adage, ‘birds of a feather flock together’). In addition, many businesses such as shopping centres depend on 
local customers who find it convenient to deal with them. Some syndicated research firms such as Pacific 
Micromarketing, Spatial Decision Systems and Apasco specialise in producing computer-generated geodemo- 
graphic market clusters of consumers. Typically using ABS Collection Districts (usually a group of 200-250 
homes) from all around Australia, these firms have clustered the nation’s households on the basis of Census 
and lifestyle data. Marketers have used the cluster data for many purposes including direct-mail campaigns, 
the selection of retail sites, the identification of prime areas for retail outlets, for locating banks and restau- 
rants and for designing marketing strategies for specific market niches. Table 2.10 (page 55) presents two 
examples of geodemographic clusters from Pacific Micromarketing. (A complete description of all the clusters 
used is found in Chapter 10.) 

Geodemographic segmentation is most useful when advertisers’ best prospects (in terms of affluence, 
available time, goals and interests) can be isolated in terms of where they live. However, for products and 
services used by a broad cross-section of the Australian public, other bases for segmentation may be more 


useful. 


SRI values and lifestyle program (VALS™] 

Drawing on Maslow’s hierarchy of needs (see Chapter +) and the concept of social character, researchers at 
the US firm SRI Consulting in the late 1970s developed a generalised segmentation scheme of the American 
population, known as the values and lifestyle (VALS™) program. In the past decade, a number of marketers 
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TABLE 2.9 | Demographic details, values and media attributes of Coke vs Pepsi drinkers 


Coke Pepsi 
Region 
Capital city 63.51% 64.32% 
Country areas 36.49% 35.68% 
States 
NSW 34.94% 37.48% 
Vic 24.17% 24.25% 
Qld 19.04% 18.58% 
Gender 
Male 93.66% 96.19% 
Female 46.34% 43.81% 
Age 
14-24 26.13% 29.15% 
25-34 23.08% 20.21% 
35-49 28.42% 28.88% 
50 and above 21.82% 21.16% 
Education 
Primary 2.31% 2.60% 
Some secondary 40.12% 41.20% 
Completed secondary 21.01% 22.54% 
Tertiary 36.56% 33.66% 
Employment 
Full time 44.13% 41.64% 
Part time 19.69% 19.59% 
Home duties 8.47% 8.07% 
Looking for work 6.20% 6.58% 
Retired 8.12% 8.25% 
students 9.27% 11.25% 
TOTAL Employed 64.42% 61.24% 
TOTAL Not employed 39.98% 38./6% 
Note: There could be an effect of age in the employment information. 
Income 
Under $15 000 38.27% 42.62% 
$15 000—-$29 999 20.49% 19.45% 
$30 000-$49 999 22.30% 19.41% 
$50 000 or more 18.94% 18.52% 


(continues) 
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I 


Country of birth 


Coke 


Pepsi 


Australia 16.89% 15.53% 
United Kingdom 4.81% 4.89% 
New Zealand 2.96% 2.28% 
Asia 6.94% 1.84% 
USA 0.53% 0.44% 
Other Europe 3.37% 3.07% 
Canada 0.23% 0.22% 
Greece 0.44% 0.64% 
Italy 0.67% 0.83% 
()ther 3.55% 4.25% 
Values segments 

Basic Needs 2.01% 2.06% 
Fairer Deal 6.16% 7.05% 
Traditional Family Life 10.02% 10.65% 
Conventional Family Life 10.08% 10./2% 
‘Look at Me’ 16.93% 19.12% 
something Better 8.89% 1.99% 
Real Conservatism 4.11% 3./1% 
Young Optimism 10.51% 10.04% 
Visible Achievement 18.94% 18.88% 
socially Aware 12.34% 9.71% 
Media* 

Cinema attendance (last 4 weeks) 33.21% 33.86% 
Pay TV subscription 20.46% 26.91% 
Heavy commercial TV viewing 20.32% 21.40% 
Heavy commercial radio listening 18.37% 18.98% 
Heavy readership of newspapers 29.47% 28.89% 
Heavy readership of magazines 38.43% 41.76% 
Heavy Internet usage 25.68% 24.45% 


* ‘Heavy’ usually refers to daily viewing/listening/readership/usage. In the case of magazines ‘heavy’ refers to 5+ issues readership. 


Source: Roy Morgan Single Source Australia: April 2003—March 2004. Developed in conjunction with Colin Benjamin of The Horizons Network. 


have reported using the VALS typology to segment markets and target their promotional efforts. This approach 
has also been applied to Australian markets.” 

SRI is now offering consumer and marketing researchers the findings from VALS2™, a comprehensive 
revision of the original VALS undertaken in 1989, to focus more explicitly on explaining purchase behaviour. 
The VALS typology classifies the American population into eight subgroups or segments, based on consumer 
responses to 35 attitudinal and four demographic questions. Figure 2.12 (page 56) depicts the VALS 
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TABLE 2.10 | Sample geodemographic clusters 


Group A 


White Collar Affluents (7.4% of the population) 

White Collar Affluents are mature families found in affluent and leafy suburbs. Their local shopping centre has high-status 
appeal with a mix of specialty boutiques to meet the needs of the discerning shopper. Many stores have an international 
flavour appealing to the well-travelled. Their neighbourhoods revel in social interactions. Collectively and separately, families 
can be seen enjoying a game of tennis or golf. Swimming is another favourite pastime. Dining at exclusive restaurants and 
Cafes is enjoyed regularly, especially over a premium bottle of wine. Espresso coffee and herbal tea are also consumed 
regularly. The professional occupations of White Collar Affluents demand that they keep abreast of current affairs, so they are 
avid readers of newspapers and business magazines. They are high users of mobile phones and value the benefits that the 
Internet provides. 


Group | 


Aussie Farmers (6.8% of the population) 

Aussie Farmers can be found in country farming areas and service towns. These areas contain school-age children with 
middle-aged parents and grandparents. Aussie Farmers often shop for basic requirements at a local store. They prefer Aussie 
tucker rather than multicultural food and can be seen at the local tresh produce supplier and butcher. They are not renowned 
for their adventurous cooking. They spend a disproportionate amount of time tending the land and do not have the time or 
the inclination to focus on home interiors or dinner parties. They do not often play golf or swim, but do enjoy the odd game 

of tennis. Television viewing is predominantly oriented around current affairs and there is little time to watch the likes of 
Ricki Lake. 


Source: Adapted from MOSAIC Lifestyle Classification, 1999. Courtesy Pacific Micromarketing. 


classification segments. The major groupings (from left to right in Figure 2.12) are defined in terms of three 
primary motivations: ideals (consumers whose choices are guided by knowledge and principles), achieve- 
ment (consumers who look for products and services that demonstrate success to their peers) and self- 
expression (consumers who desire social or physical activity, variety or risk). Each of these three primary 
motivations has distinct attitudes, lifestyles and decision-making styles. | 

In addition to variations in terms of motivations, the eight segments that make up the VALS model also 
differ in terms of their level of resources (i.e. resources increase from the bottom towards the top of the diagram 
in Figure 2.12). Resources (most to least) refers to the range of psychological, physical, demographic and 
socioeconomic means and capacities that consumers have to draw upon, including education, income, self- 
confidence, health, eagerness to buy, and energy level. Figure 2.13 (page 57) illustrates the relationship between 
the eight VALS segments and consumer characteristics via percentages of individuals who participated in 
selected sports in recent years. For example, the findings indicate that actualisers and experiencers are more 
likely to participate in thrill-oriented sports than other segments. Table 2.11 shows the percentage of the VALS 
segments in the US adult population. 

Box 2.1 (page 58) offers a summary description of each of the segments. In terms of consumer character- 


istics, the eight VALS segments differ in some important ways. For instance, Believers tend to buy American 
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(_FicuRE 2.12 | VALS™ SRIC—BI segments 


Primary Motivation 


Ideals 


Source: Reprinted with permission of SRI Consulting—Business Intelligence. 


Achievement 


HIGH RESOURCES 
HIGH INNOVATION 


Self-Expression 


LOW RESOURCES 
LOW INNOVATION 


TABLE 2.11 | Per cent of the eight VALS™ segments in the US adult population 


Segment Per cent of population 
Innovator 8 
Thinker 1] 
Believer 16 
Achiever 13 
Striver 13 
Experiencer 12 
Maker 13 
SUrVIVOr 14 


Source: Adapted with permission of SRI Consulting—Business Intelligence. 
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VALS™ segments and participation in selected sports 


Per cent of adults in each VALS™ type who participated in selected sports in 1996 


In-line skating 
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Strivers 


Believers 


Strugglers 
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Source: Rebecca Piirto Heath, ‘You can buy a thrill: Chasing the ultimate rush’, American Demographics, June 1997, p. 48. Reprinted with permission 
of PBMMC. © 1997 PBMMC. All rights reserved. 


products and are slow to alter their consumption-related habits, while Innovators are drawn to ‘top-of-the-line’ 
products and to new products, especially innovative technologies (e.g. they might be early buyers of such 
products as palm-held computers). Box 2.1 presents a profile of the consumer traits of each VALS segment. 

VALS links with MediaMark Research, Inc.’s annual ‘Survey of American Consumers’ and other databases 
provide national product, service and media data for each VALS consumer segment. GeoVALS™ , a site location 
program, provides the American household data and other databases—combining geographic facts and values 
and lifestyles data. SRI offers Japan-VALS specific to the Japanese consumer market. 
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BOX 2.1 — Summary description of the eight VALS™ segments 


— |rinovators are successful, sophisticated, active, ‘take-charge’ people with high self-esteem and abundant resources. They 
are interested in growth and seek to develop, explore and express themselves in a variety of ways—sometimes guided by prin- 
ciple, and sometimes by a desire to have an effect, to make a change. Image is important to Innovators, not as evidence of 
status or power, but as an expression of taste, independence and character. Innovators are among the established and emerging 
_ leaders in business and government, yet they continue to seek challenges. They have a wide range of interests, are concerned 
_ with social issues, and are open to change. Their lives are characterised by richness and diversity. Their possessions and recre- 
ation reflect a cultivated taste for the finer things in life. 


Thinkers are mature, satisfied, comfortable, reflective people who value order, knowledge and responsibility. Most are well- _ 
educated and in (or recently retired from) professional occupations. They are well-informed about world and national events 
and are alert to Opportunities to broaden their knowledge. Content with their careers, families and station in life, their leisure 
activities tend to centre on their homes. Thinkers have a moderate respect for the status quo, institutions of authority and 
social decorum, but are open-minded about new ideas and social change. Thinkers tend to base their decisions on strongly © 
held principles and consequently appear calm and self-assured. Although their incomes allow them many choices, Thinkers are 
conservative, practical consumers; they are concerned about functionality, value and durability in the products they buy. 


Believers are conservative, conventional people with concrete beliefs and strong attachments to traditional institutions: family, 
church, community and the nation. Many Believers possess moral codes that are deeply rooted and literally interpreted. They 
follow established routines, organised in large part around their homes, families, and the social or religious organisations to 
which they belong. As consumers, they are conservative and predictable, favouring American products and established brands. 
Their education, income and energy are modest but sufficient to meet their needs. 


Achievers are successful career- and work-oriented people who like to—and generally do—feel in control of their lives. They — 
value structure, predictability and stability over risk, intimacy and self-discovery. They are deeply committed to their work and ~ 
their families. Work provides them with a sense of duty, material rewards and prestige. Their social lives reflect this focus and 
are structured around family, church and business. Achievers live conventional lives, are politically conservative, and respect 
_ authority and the status quo. Image is important to them. As consumers, they favour established products and services that 
demonstrate their success to their peers. / 


-Strivers seek motivation, self-definition and approval from the world around them. They are striving to find a secure place in - 
life. Unsure of themselves and low on economic, social and psychological resources, strivers are deeply concerned about the © 
opinions and approval of others. Money defines success for Strivers, who don’t have enough of it, and often feel that life has 
given them a raw deal. Strivers are easily bored and impulsive. Many of them seek to be stylish. They emulate those who have © 
_ more impressive possessions, but what they wish to obtain is generally beyond their reach. 


Experiencers are young, vital, enthusiastic, impulsive and rebellious. They seek variety and excitement, savouring the new, the 
offbeat and the risky. Still in the process of formulating life values and patterns of behaviour, they quickly become enthusias- 
tic about new possibilities but are equally quick to cool. At this stage in their lives, they are politically uncommitted, unin- 
formed and highly ambivalent about what they believe. Experiencers combine an abstract disdain for conformity and authority 
with an outsider’s awe of others’ wealth, prestige and power. Their energy finds an outlet in exercise, sports, outdoor recre- 
ation and social activities. Experiencers are avid consumers and spend much of their income on clothing, fast food, music, 
_ movies and videos. 
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Makers are practical people who have constructive skills and value self-sufficiency. They live in a traditional context of ; 
family, practical work and physical recreation and have little interest in what lies outside that context. Makers enjoy the 
experience by working on it—building a house, raising children, fixing a car, or canning vegetables—and have sufficient 
Skill, income and energy to carry out their projects successfully. Makers are politically conservative, suspicious of new ideas, 
respectful of government authority and organised labour, but resentful of government intrusion on individual rights. They are 
unimpressed by material possessions other than those with a practical or functional purpose (e.g. tools, pickup trucks, fishing 
— equipment). / 


Survivors’ lives are constricted. Chronically poor, poorly educated, low-skilled, without strong social bonds, aging and concerned 
about their health, they are often despairing and passive. Because they are so limited, they show no evidence of a strong self- 
orientation, but are focused on meeting the urgent needs of the present moment. Their chief concerns are for security and 
Safety. Survivors are cautious consumers. They represent a very modest market for most products and services, but are loyal 
to favourite brands. / 


Source: Reprinted with permission of SRI Consulting—Business Intelligence. 


» Criteria for effective targeting of market segments 


The previous sections have described various bases on which consumers can be clustered into homo- 
geneous market segments. The next challenge for the marketer is to select one or more segments to target 
with an appropriate marketing mix. To be an effective target, a market segment should be (1) identifiable, 
(2) sufficient (in terms of size), (3) stable or growing and (4) accessible (or reachable) in terms of media 


and cost. 


IDENTIFICATION 


To divide a market into separate segments on the basis of a common need or characteristic that is relevant to 
the product or service, marketers must be able to identify and measure the relevant characteristic. Some 
segmentation variables, such as geography (location) or demographics (age, gender, occupation, race), are 
relatively easy to identify, or are even observable. Others, such as education, income and marital status, can 
be determined through questionnaires. However, other characteristics, such as benefits sought or lifestyle, are 
somewhat more difficult to identify, although with new measurement instruments identification is becoming 
easier in this area. A knowledge of consumer behaviour is especially useful to marketers who employ such intan- 


gible consumer characteristics as the basis for market segmentation. 


SUFFICIENCY 


For a market segment to be a worthwhile target, it must have a sufficient number of people to warrant tailor- 
ing a product or promotional campaign to its specific needs or interests. To estimate the size of each segment 
under consideration, marketers often use secondary demographic data, such as that provided by the Australian 
Bureau of Statistics Census Data (available at most local libraries and online at <www.abs.gov.au>), or under- 


take a probability survey whose findings can be projected to the total market. 
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STABILITY 


Most marketers prefer to target consumer segments that are relatively stable in terms of needs, and demo- 
graphic and psychological factors, and which are likely to grow larger over time. They prefer to avoid ‘fickle’ 
segments that are unpredictable in embracing fads. For example, teenagers are a sizeable and easily identifi- 
able market segment, eager to buy, able to spend and easily reached. Yet by the time a marketer produces a 
popular teenage fad, interest in it may have waned. The popularity among teenagers of Batman merchandise 
(T-shirts and caps) during the highly successful run of Batman I (the movie) was not repeated during Batman II, 
when much of the tie-in promotional merchandise remained unsold. An example of a longer-term product 
that may be termed a fad is the Pokémon craze that has swept the world. First introduced in 1994, it shows 
that the generally fickle children’s market can be sustained and stable sometimes. Along similar lines, and still 


in the children’s market, Digimon also maintained consumer interest for some time. 


ACCESSIBILITY 


An important requirement for effective targeting is accessibility, which means that marketers must be able to 
reach the market segments they wish to target in an economical way. Despite the wide availability of special 
interest magazines and TV programs, marketers are constantly looking for new media that will enable them 
to reach their target markets with a minimum of waste circulation and competition. One way this can be 
accomplished is via the Internet. On the request of the consumer, a growing number of websites periodically 
send email messages concerning a subject of special interest to the computer user. For example, companies 
such as Hewlett-Packard, Microsoft and Logitech send email updates to registered product users and others 


interested in receiving product information. 


>» Implementing segmentation strategies 


Firms that employ market segmentation can pursue a concentrated marketing strategy or a differentiated market- 


ing strategy. In certain instances they might employ a countersegmentation strategy. 


CONCENTRATED VERSUS DIFFERENTIATED MARKETING 


Once an organisation has identified its most promising market segments, it must then decide whether to target 
several segments or just one. The premise behind market segmentation is that each targeted segment receives 
a specially designed marketing mix; that is, a specially tailored product, or price, or distribution network, or 
promotional campaign. Targeting several segments using individual marketing mixes is called differentiated 
marketing; targeting just one segment with a unique marketing mix is called concentrated marketing. 
Ditferentiated marketing is a highly appropriate segmentation strategy for financially strong companies 
that are well established in a product category and competitive with other firms that are also strong in the 
category (e.g. soft drinks, cars, detergents). However, if a company is small or new to the field, concentrated 
marketing is probably a better bet. A company can survive and prosper by filling a niche not occupied by 
stronger competitors. As an example, for a long period Pearl Drops toothpaste was basically alone in target- 
ing smokers who were concerned about tooth discolouration, enjoying a market leadership position in a small 


but important submarket of the overall toothpaste market. 


COUNTERSEGMENTATION 


Sometimes companies find that they must reconsider a highly differentiated marketing strategy. They might 


find that some segments, while still worthwhile, have contracted over time to the point where they do not 


603> PART 1 Introduction 


warrant an individually designed marketing program. In such cases, the company seeks to discover a more 
generic need or consumer characteristic that would apply to the members of two or more segments, and 
recombine those segments into a single segment that could be targeted with an individually tailored product 
or promotional campaign. This is called a countersegmentation strategy. Some business schools with wide 
course offerings in each department were forced to adopt a countersegmentation strategy when they discov- 
ered that students simply did not have enough available credits to take a full spectrum of in-depth courses in 
their major area of study. As a result, some courses had to be cancelled each semester because of inadequate 
registration. A countersegmentation strategy effectively solved the problem (e.g. by combining advertising, 
publicity, sales promotion and personal selling courses into a single course called ‘Promotion’). 

Segmentation can only be useful to marketers if it enables them to choose between different options; if, 
for example, it allows them to determine which actions would attract or retain customers, or enables them to 
decide which additional products or services they could introduce profitably. While marketers aim to change, 
reinforce or initiate behaviour patterns, segmentation is just a technique that helps them to identify different 
response groups which have uniform and stable responses to a particular set of marketing variables, and which 
are capable of specific targeting through available promotional media and distribution outlets. 

Despite the growing use of segmentation as an aid to decision making, it is possible it is not fully under- 
stood. For example, commonly used segmentation techniques involve making subjective decisions, and 
marketers and researchers may not understand the full implications of these decisions, or to what extent they 
affect the outcome. There is a role for segmentation, but it is questionable whether it is a necessarily logical 
or profitable approach for all markets. As long as managers who commission expensive segmentation market- 
ing approaches in the expectation that the results of the exercise will help them to make better marketing 
decisions are aware of the limitations of what they are buying, no harm is done.'? However, if managers assume 
that a segmentation study will automatically improve their business, their efforts may be misdirected and 


prove costly. 


National Alcohol Campaign 
Debra Grace & Deborah Griffin, Griffith University, Gold Coast 


Alcohol consumption is recognised in Australia as the most prominent cause of drug-related health problems. 


In fact, it is second only to tobacco consumption in terms of preventable causes of hospitalisation and death 
in Australia. In 1998, in recognition of escalating alcohol-related health problems, the Commonwealth Minister 
for Health and Aged Care (now the Department of Health and Ageing) commissioned a national campaign with 
the objective of reducing alcohol-related harm among the youth of Australia. 

As a result, in February 2000, the National Alcohol Campaign was launched to achieve these objectives 
along with a range of education, policy and regulatory initiatives. The primary aim of the campaign was to 
reduce drinking and intoxication behaviour of young Australians by highlighting the negative consequences 
of such behaviour and by motivating youth to avoid alcohol-related situations. A secondary aim of the campaign 
was to promote the role of parents in reducing harmful teenage drinking. In order to effectively achieve the 
objectives of the campaign, the campaign was developed upon extensive research conducted in 1998 by Elliott 
and Shanahan Research, which provided the basis for decisions regarding segmentation of the target audience, 


communication objectives and key messages. 
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Primary audience 
The primary audience for the campaign was: 


i teenagers aged between 15-17 years. 


This audience was selected on the basis that youth within this age group were most likely to engage in exper- 
imental drinking in addition to being at high risk of harming themselves through excessive drinking. 
However, in order for the campaign to be successful in communicating to this target group, it was neces- 


sary to further segment this group into: 


— male teenagers aged between 15-17 years 
ll female teenagers aged between 15-17 years. 


This was necessary in terms of the selection of message type and in choosing the media vehicles used to 


disseminate the message appropriately and efficiently. 


Secondary audience 
The secondary audience for the campaign was: 


lf parents of 12-17 year olds. 


The rationale behind this decision was based on the fact that parents are key educators of their children when 
it comes to setting standards and limits concerning alcohol use. In addition, they are instrumental in modeling 
their children’s attitudes towards alcohol and their consumption behaviour. 


As with the primary audience, however, it was also necessary to further segment this group as follows: 


i parents of 12-17 year olds—English speaking backgrounds 
f parents of 12-17 year olds—Non-English speaking backgrounds. 


Given the cultural diversity of the Australian population this segmentation was deemed necessary to ensure 
the communication strategy was effective in reaching and being understood by culturally diverse groups. 

While the above segmentation of groups in both the primary and secondary audience was necessary to 
ensure that communication vehicles (e.g. television, cinemas, magazines, radio, website) and message strate- 
gies were chosen and developed in order to achieve maximum effectiveness, it was also important to market 
the campaign to various stakeholder groups. This resulted in the development of the ‘Stakeholder Strategy’ 
whereby the objective was to inform and engender support from relevant stakeholder groups. 


Stakeholder strategy 

The Commonwealth sought assistance from the Alcohol and other Drugs Council of Australia (ADCA) with 
the implementation of the campaign’s stakeholder strategy. The overall objective of such a strategy was to rally 
support for the campaign from over 600 stakeholder organisations. In order to do this, the ADCA identified 


a number of stakeholder segments upon which this strategy was targeted. They were: 


local government and shires associations 
law enforcement agencies 
alcohol and other drug agencies 


youth affairs associations 


parent and educational organisations 
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i liquor licensing agencies 


§ Australian Council of Social Services. 


This strategy was effective in keeping all stakeholder groups informed of campaign initiatives and updates via 
electronic and mail newsletters. 


Campaign evaluation 

In November 2002, the Department of Health and Ageing published The Evaluation Report for the Launch and 
Booster Phases of the National Alcohol Campaign which documented the results and evaluation of the campaign. 
In terms of the youth target market (15-17 year olds), it was found that the campaign appeared to be more 
effective for females than males. This was evidenced by positive changes in attitudes and drinking expecta- 
tions of young females as opposed to young males. Another interesting finding of the post-campaign surveys 
was that a significantly lower proportion of parents perceived their children to be current drinkers in compar- 
ison to behaviour reported by the teenagers themselves. These findings provided valuable information upon 
which future campaign strategies could be formulated. 


Source: J. Ball, N. Barbir, T. Carroll and M. Lum (2002), National Alcohol Campaign Evaluation Report, Depart- 


ment of Health and Ageing. 


Case Study Questions 


1. Discuss the rationale for utilising segmentation as a basis for the National Alcohol Campaign. 


2. This campaign utilised demographic segmentation, on what other basis could the campaign have been 


segmented. 


3. Applying the criteria for effective targeting of marketing segments discussed in this chapter, would you 


say these criteria are satisfied? 


4. What segmentation implementation strategy was used for this campaign and was it effective? 


Summary 


Market segmentation and diversity are complementary 
concepts. Without a diverse marketplace, composed of 
many different peoples with different backgrounds and 
countries of origin, different interests, different needs and 
wants, there would be little reason to segment markets. 
Before the adoption of the marketing concept, mass 
marketing (offering the same product or marketing mix to 
everyone) was the marketing strategy most widely used. 
Market segmentation followed as a more logical way to meet 
consumer needs. Segmentation is defined as the process of 
dividing a potential market into distinct subsets of consumers 
with a common need or characteristic, and selecting one or 
more segments to target with a specifically designed market- 
ing mix. Besides aiding in the development of new products, 
segmentation studies assist in the redesign and reposition- 


ing of existing products and in the creation of promotional 
appeals and the selection of advertising media. 

Because segmentation strategies benefit both marketers 
and consumers, they have received wide support from both 
sides of the marketplace. Market segmentation is now 
widely used by manufacturers, retailers, and the non-profit 
sector. 

Nine major classes of consumer characteristics serve as 
the most common bases for market segmentation— 
geographic factors, demographic factors, psychological char- 
acteristics, psychographic characteristics, sociocultural 
variables, use-related characteristics, user-situation factors, 
benefits sought, and hybrid forms of segmentation (e.g. 
demographic/psychographic profiles, geodemographic 
factors, and VALS2™). Important criteria for targeting 
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market segments include identification, sufficiency, stabil- 
ity and accessibility. 

Once an organisation has identified promising target 
markets, it must decide whether to pursue several segments 
(differentiated marketing) or just one segment (concen- 


Discussion questions 


1. What is market segmentation? How is the practice of 
market segmentation related to the marketing concept? 

2. How are market segmentation, targeting and position- 
ing interrelated? Illustrate how these three concepts can 
be used to develop a marketing strategy for a product of 
your choice. 

3. Discuss the advantages and disadvantages of using demo- 
graphics as a basis for segmentation. Can demographics 
and psychographics be used together to segment 
markets? Illustrate your answer with a specific example. 

4. Many marketers have found that a relatively small group 
of heavy users accounts for a disproportionately large 
amount of the total product consumed. What are the 
advantages and disadvantages of targeting these heavy 
users? 

5. Under which circumstances and for what types of 
products should a marketer segment the market on the 
basis of: 

(a) awareness status; 
(b) brand loyalty; 
(c) use-situation? 
6. Some marketers consider benefit segmentation as the 


segmentation approach most consistent with the 


Exercises. 


1. Select a product and brand that you use frequently and 
list the benefits you receive from using it. Without 
disclosing your list, ask a fellow student who uses a 
different brand in this product category (preferably a 
friend of the opposite sex) to make a similar list for his 
or her brand. Compare the two lists and identify the 
implications for using benefit segmentation to market 
the two brands. 

2. Does your lifestyle differ significantly from your parents’ 
lifestyle? If so, how are the two lifestyles different? What 
factors cause these differences? 

3. Do you anticipate any major changes in your lifestyle 
in the next five years? If so, into which VALS2™ 
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trated marketing). It then develops a positioning strategy 
for each targeted segment. In certain instances, a company 
might decide to follow a countersegmentation strategy in 
which it combines two or more segments into one larger 
segment. 


marketing concept. Do you agree or disagree with this 
view? Why? 

7. Club Med is a prominent company in the vacation and 
travel industry. Describe how the company could use 
demographics and psychographics to identify TV shows 
and magazines in which to place its advertisements. 

8. How can a marketer use the VALS2™ segmentation 
profiles to develop an advertising campaign for a chain 
of health clubs? Which segments should be targeted? 
How should the health club be positioned to each of 
these segments? 

9. For each of the following products, identify the seg- 
mentation base that you consider best for targeting 
consumers. 

(a) coffee 
(b) soups 
(c) home exercise equipment 
(d) mobile telephones 
(e) non-fat frozen yoghurt. 
Explain your choices. 
10. Apply the criteria for effective segmentation to market- 


ing a product of your choice to university students. 


segment are you likely to belong five years from now? 
Explain. 

4. The owners of a local health food restaurant have asked 
you to prepare a psychographic profile of families living 
in the community surrounding the restaurant’s location. 
Construct a 10-question psychographic inventory 
appropriate for segmenting families on the basis of their 
dining-out preferences. 

5. Find three print advertisements that you believe are 
targeted at a particular psychographic segment. How 
effective do you think each ad is in terms of achieving 
its objective? Why? 
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We all seek different pleasures and spend our money in different ways. One woman may spend her Christ- 
mas bonus on a new set of golf clubs; her neighbour may spend hers on a new suit. Diversity In consumer 
behaviour does not surprise us. We have been brought up to believe that the differences among people are what 
makes life interesting. However, underlying similarities operate across most types of people and serve to explain 
and clarify consumption behaviour. Psychologists and consumer behaviourists agree that most people tend to 
experience the same kinds of needs and motives; they simply express these motives in different ways. For this 
reason, an understanding of human motives is very important to marketers; it enables them to understand, 
and predict, human behaviour in the marketplace. 

Human needs or, in this case, consumer needs, are the basis of all modern marketing. Needs are the essence 
of the marketing concept. The key to a company’s survival, profitability and growth in a highly competitive 
marketing environment is its ability to identify and satisfy unfulfilled consumer needs better and sooner than 
the competition. 

Marketers do not create needs, though in some instances they may make consumers more keenly aware 
of unfelt needs. Successful marketers define their markets in terms of the needs they presume to satisfy, rather 
than in terms of the products they sell. This is a market-oriented, rather than a production-oriented, approach 
to marketing. A market orientation focuses on the needs of the buyer; a production orientation focuses on the 
needs of the seller. The marketing concept implies that the manufacturer will make only what it knows people 
will buy; a production orientation implies that the manufacturer will try to sell what it decides to make. 

Marketers who base their offerings on recognition of consumer needs find a ready market for their products. 
The popularity of weekend markets in Australia is grounded in their appeal to consumers’ needs for flavour, 
quality and freshness, needs that too often are not met by large food marketers who focus on appearance and 
convenience. The increased emphasis on more flexible banking and financial services such as the increased 
use of ATM facilities, the Internet, and the ability to withdraw funds when using EFTPOS, are effective ways 
to satisfy the needs of the consumer. 

Savvy companies define their missions in terms of the consumer needs they satisfy rather than the products 
they produce and sell. Consumers’ basic needs do not change but the products that satisfy them do. Thus, a 
corporate focus on making products that will satisfy consumers’ needs ensures that the company stays in the 
forefront of the search for new and effective solutions. By doing so, such companies are likely to survive and 
grow despite strong competition or adverse economic conditions. On the other hand, companies that define 
themselves in terms of the products they make may suffer or even go out of business when their products are 
replaced by competitive offerings that better satisfy the same need. 

This chapter discusses the basic needs that operate in most people to motivate behaviour. It explores the 
influence such needs have on consumption behaviour. Later chapters in Part 2 explain why and how these basic 


human motives are expressed in so many diverse ways. 


y> What is motivation? 


Motivation can be described as the driving force within individuals that impels them to action. This driving 


force is produced by a state of tension, which exists as the result of an unfulfilled need. Individuals strive, 
both consciously and subconsciously, to reduce this tension through behaviour that they anticipate will fulfil 
their needs and thus relieve them of the stress they feel. The specific goals they elect and the patterns of action 
they undertake to achieve their goals are the result of individual thinking and learning. Figure 3.1 presents a 
model of the motivational process. It portrays motivation as a state of need-induced tension that drives an 


individual to engage in behaviour that he or she expects will gratify a need, and thus reduce the tension. 
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Whether gratification is actually achieved depends on the course of action being pursued. If a secondary school 
girl expects to become a great tennis player by wearing the same brand of runners that Venus Williams wears, 
she is likely to be disappointed; if she takes tennis lessons and practises diligently, she may succeed. 

The specific courses of action that consumers pursue, and their specific goals, are selected on the basis of 
their thinking processes (i.e. cognition) and previous learning. For that reason, marketers who understand moti- 


vational theory attempt to influence the consumers’ cognitive processes. 


» Needs 


We use the term ‘need’ when referring to any human requirement. Every individual has needs; they underlie 


all human action: some are innate, others are acquired. Innate needs are physiological (i.e. biogenic); they 
include the needs for food, water, air, clothing, shelter and sex. Biogenic needs are considered primary needs 
or motives because they are needed to sustain biological life. 

Acquired needs are needs that we learn in response to our culture or environment. They may include the 
need for self-esteem, prestige, affection, power or learning. Because acquired needs are generally psychologi- 
cal (i.e. psychogenic), they are considered secondary needs or motives. They result from the individual's subjec- 
tive psychological state and from relationships with others. Psychological needs arise from the need for 
recognition, esteem and belonging. 

A need becomes a motive when it is aroused to a sufficient level of intensity. For example, all individuals 
need shelter from the elements; thus, when people find themselves without shelter, they are motivated to find 
some. A newly-transferred executive has a primary need to find a place to live but the kind of residence she 
rents or buys may be the result of secondary needs. She may seek a place in which she can entertain large 
groups of people (and fulfil social needs); she may want to live in an exclusive community in order to impress 
friends and family (and fulfil ego needs). So the house an individual purchases fulfils both a primary need for 
shelter and secondary needs for a large, prestigious living space. 
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People may be unaware of the primary and even the secondary needs underlying their actions, but are 
usually quite clear about what they want. Wants usually refer to the object or experience that will result in 
satisfying the need. They are the tangible expression of a method for reducing the tension felt when a need is 
unsatisfied. A small child may urgently want a particular toy in a Myer store, without having any idea of the 
needs that generated this desire. 

Any unsatisfied need represents a problem to a consumer. Of course, there are usually many products or 
services that will solve a consumer’s problem. For example, a hungry consumer in a shopping mall needs 
food, and food courts offer consumers a variety of ways of meeting their need for food. Consumer marketers 
have little influence on consumer needs, but they have a considerable influence in providing what consumers 


regard as the best solutions to their problems. 


» Goals 


Goals are the sought-after results of motivated behaviour and are technically defined as internal representa- 


tions of desired states. Internally represented desired states range from biological states for internal processes, 
such as body temperature, to complex cognitive depictions of desired outcomes, such as career success.' 
As Figure 3.1 indicates, all behaviour is goal-oriented. Our discussion of motivation in this chapter is in 
part concerned with generic goals—that is, the general classes or categories of goals that consumers select to 
fulfil their needs. Marketers are even more concerned with consumers’ product-specific goals—that is, the 

specifically branded or labelled products they select to 
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would be wise to persuade people who are concerned with the goal of good health to use its product and, 
specifically, its brand to achieve that goal.* The marketer is trying to convert the generic goal into a product- 
specific goal. Figure 3.2 (page 72) depicts an ad that portrays the use of a Vitamin E cream as a means to 


achieve several physical appearance-related goals. 


THE SELECTION OF GOALS 


People have many needs, and for any given need there are many different and appropriate goals. The goals 
selected by individuals depend on their personal experiences, physical capacity, prevailing cultural norms and 
values, and the goal’s accessibility in the physical and social environment. For example, a young woman may 
wish to get a deep and even tan and may envision spending time in the sun as a way to achieve her goal. 
However, if her dermatologist advises her to avoid direct exposure to the sun, she may settle for a self-tanning 
product instead. The goal object has to be both socially acceptable and physically accessible. If cosmetic compa- 
nies did not offer effective alternatives to tanning in the sun, our young woman would have to either ignore 
the advice of her dermatologist or select a substitute goal, such as untanned (but undamaged) youthful-looking 
skin. 

Our perception of ourselves also serves to influence the specific goals we select. The products we own, 
would like to own, or would not like to own are often perceived in terms of how closely they reflect (are 
congruent with) our self-image. A product that is perceived as matching our self-image has a greater proba- 
bility of being selected than one that is not. Thus, a man who perceives himself as young and sophisticated 
may drive a Porsche; a woman who perceives herself as rich and conservative may drive a Mercedes. The types 
of houses we live in, the cars we drive, the clothes we wear, the very foods we eat—these specific goal objects 
are often chosen because they symbolically reflect our self-image while satisfying specific needs. (The rela- 


tionship of self-concept to product choice is explained more fully in Chapters 4 and 5.) 


INTERDEPENDENCE OF NEEDS AND GOALS 


Needs and goals are interdependent; neither exists without the other. However, people are often not as aware 
of their needs as they are of their goals. For example, a teenager may not be consciously aware of her social 
needs but may join a photography club to meet new friends. A local politician may not consciously be aware 
of a power need but may regularly run for public office. A woman may not recognise her achievement needs 
but may strive to have the most successful real estate office in town. 

Individuals are usually somewhat more aware of their physiological needs than they are of their psycho- 
logical needs. Most people know when they are hungry or thirsty or cold, and they take appropriate steps to 
satisfy these needs. The same people may not consciously be aware of their needs for acceptance, self-esteem 
or status. They may, however, subconsciously engage in behaviour that satisfies these psychological (acquired) 


needs. 


» Positive and negative motivation 


Motivation can be positive or negative in direction. We may feel a driving force towards some object or condi- 


tion, or a driving force away from some object or condition. For example, a person may be impelled towards 
a restaurant to fulfil a hunger need and away from motorcycle transportation to fulfil a safety need. Some 
psychologists refer to positive drives as needs, wants, or desires and to negative drives as fears or aversions. 
However, although positive and negative motivational forces seem to differ dramatically in terms of physical 


(and sometimes emotional) activity, they are basically similar in that both serve to initiate and sustain human 
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behaviour. For this reason, researchers often refer to both kinds of drives or motives as needs, wants, and 
desires. Some theorists distinguish wants from needs by defining wants as product-specific needs. Others 
differentiate between desires, on the one hand, and needs and wants on the other. Thus, there is no uniformly 
accepted distinction among needs, wants, and desires. 

Needs, wants, or desires may create goals that can be positive or negative. A positive goal is one towards 
which behaviour is directed, and thus is often referred to as an approach object. A negative goal is one from 
which behaviour is directed away, and thus is sometimes referred to as an avoidance object. Since both approach 
and avoidance goals can be considered objects of motivated behaviour, most researchers refer to both simply 
as goals. Consider this example. A middle-aged woman may have a positive goal of fitness (approach object) 
and so she joins a health club to work out regularly. Her husband may have a negative goal of getting fat 
(avoidance object), and so he joins a bushwalking club to maintain his shape. In the former case, the wife joins 
a health club to help her achieve her positive goal, health and fitness; in the latter case, her husband’s action 
is designed to avoid a negative goal, a bloated figure. The product featured in Figure 3.3 (page 76) offers users 
a positive goal and approach object (positive motivation), whereas the ad in Figure 3.4 (page 76) depicts an 
avoidance object (negative motivation). 

Sometimes people become motivationally aroused by a threat to, or elimination of, a behavioural freedom 
(e.g. the freedom to make a product choice without undue influence from a retailer). This motivational state 
is called psychological reactance and is usually manifested by a negative consumer response.* When the Coca- 
Cola company changed its traditional formula and introduced ‘New Coke’, many people reacted negatively to 
the fact that their ‘freedom to choose’ had been taken away, and refused to buy New Coke. Coca-Cola manage- 
ment responded to this unexpected psychological reaction by reintroducing the original formula as ‘Classic 


Coke’ and gradually developing additional versions of the product (for example, Vanilla Coke and Cherry Coke). 


» Rational versus emotional motives 


Some consumer behaviourists distinguish between so-called rational motives and emotional (or non-rational) 


motives. They use the term ‘rationality in the traditional economic sense, which assumes that consumers 
behave rationally when they carefully consider all alternatives and choose those that give them the greatest 
utility. Ina marketing context, rationality implies that consumers select goals based on totally objective criteria, 
such as size, weight, price, or kilometres per litre. Emotional motives imply the selection of goals according 
to personal or subjective criteria (e.g. pride, fear, or the desire for individuality, affection or status). 

The assumption underlying this distinction is that subjective or emotional criteria do not maximise utility 
or satisfaction. However, it is reasonable to assume that consumers always attempt to select alternatives that, 
in their view, serve to maximise satisfaction. Obviously, the assessment of satisfaction is a very personal process, 
based on the individual’s own need structure as well as on past behavioural and social (or learned) experiences. 
What may appear irrational to an outside observer may be perfectly rational in the context of the consumer’s 
own psychological field. For example, a product purchased to enhance self-image (such as a fragrance) is a 
perfectly rational form of consumer behaviour. Emotional motives can also be used when rational motives do 


not result in a decision.? 


»> The dynamic nature of motivation 


Motivation is a highly dynamic construct that is constantly changing in reaction to life experiences. Our needs 


and goals are always growing and changing in response to our physical condition, environment, interactions 
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with others, and experiences. As we attain our goals, we develop new ones. If we do not attain our goals, we 
continue to strive for old goals, or develop substitute goals. Some of the reasons why needs-driven human 
activity never ceases include the following: 


ll Existing needs are never completely satisfied; they continually induce activity designed to attain or maintain 
fulfilment. 

ll As needs become satisfied, new and higher-order needs emerge to be fulfilled. 

ll People who achieve their goals set new and higher goals for themselves. The Australian Defence Force’s 
marketing campaigns promote the benefits of career options available to graduates by suggesting that as 
people successfully complete stages in their career, they will move on to higher goal achievement. 


NEEDS ARE NEVER FULLY SATISFIED 


Most human needs are never permanently or fully satisfied. For example, at regular intervals, people experi- 
ence hunger needs that must be satisfied. Most people regularly seek companionship and approval from others 
to satisfy their social needs. Even more complex psychological needs are rarely satisfied. For example, a woman 
may partially or temporarily satisfy a power need by serving on the local council, but this small taste of power 
may not completely satisfy her need, and so she may run for successively higher public offices. In this instance, 
temporary goal achievement does not adequately satisfy the need for power, and the individual strives harder 


in an effort to satisfy the need more fully. 


NEW NEEDS EMERGE AS OLD NEEDS ARE SATISFIED 


Some motivational theorists believe that a hierarchy of needs exists and that new, higher-order needs emerge 
as lower-order needs are fulfilled. For example, a man who has largely satisfied his basic physiological needs 
may turn his efforts to achieving acceptance among his new neighbours by joining their political club and 
supporting their candidates. Having achieved such acceptance, he may then seek recognition by giving lavish 
parties or making large charitable contributions. 

Marketers must stay attuned to changing needs. Car manufacturers who stress the prestige value of their 
products may fail to recognise that many consumers now look elsewhere to satisfy needs for prestige—tor 
example, through charitable gift-giving or taking expensive trips overseas. For this reason, manufacturers of 
prestige cars might do better if they stressed other needs satisfaction (e.g. family enjoyment or safety) as 
reasons for buying a new model. Marketers must be attuned to changing needs. For example, the Mercedes- 
Benz ad shown in Figure 3.5 (page 77) portrays three different car models corresponding to an individual's 


needs as he or she matures. 


SUCCESS AND FAILURE INFLUENCE GOALS 


Researchers have explored the nature of the goals that individuals set for themselves.’ In general, they have 
concluded that those who successfully achieve their goals usually set new and higher goals for themselves; that 
is, they raise their level of aspiration. This is probably due to the fact that they become more confident of their 
ability to reach higher goals. Conversely, those who do not reach their goals sometimes lower their level of 
aspiration. Thus, goal selection is often a function of success or failure. For example, a Year 12 student who is 
not accepted into medicine may try instead to enter dentistry; failing that, she may train to be a pharmacist. 
The nature and persistence of an individual's behaviour are often influenced by expectations of success or 
failure in reaching certain goals. Those expectations, in turn, are often based on past experience. A person 
who takes good photographs with an inexpensive camera may be motivated to buy a more sophisticated camera 
in the belief that it will enable him to take even better photographs. In this way, he may eventually upgrade 
his camera by several hundred dollars. On the other hand, a person who cannot take good pictures is just as 
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Appealing to consumers using 
negative motivation 


FIGURE 3.3. | Appealing to consumers using 
positive motivation 
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likely to keep the same camera and may even lose all interest in photography. How the reaction to success or 
failure to achieve goals in the past will affect goal setting depends on the consumer's personality, need for 
achievement (discussed later in this chapter) and monetary incentives.® 

These effects of success and failure on goal selection have strategy implications for the marketer. Goals 
should be reasonably attainable. Advertisements should not promise more than the product will deliver. Even 
a good product will not be repurchased if it fails to live up to expectations. A disappointed consumer is likely 
to regard such a product with even less satisfaction than its objective performance warrants. Advertisers who 
create unrealistic expectations for their products are likely to cause dissatisfaction among consumers. Simi- 
larly, a consumer is likely to regard a mediocre product with greater satisfaction than it warrants if its perfor- 


mance exceeds her expectations. 


SUBSTITUTE GOALS 


When, for one reason or another, we cannot attain a particular goal or type of goal that we anticipate will 
satisfy certain needs, our behaviour may be directed to a substitute goal. Although the substitute goal may 
not be as satisfactory as the primary goal, it may be sufficient to dispel uncomfortable tension. Continued 
deprivation of a primary goal may result in the substitute goal assuming primary-goal status. A man who has 
stopped drinking whole milk because he is dieting may actually begin to prefer skimmed milk. A woman who 
cannot afford a Mercedes may convince herself that a Ford Fairmont has an image she clearly prefers. Of 


course, in this instance, the substitute goal may be a defensive reaction to frustration. 
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» Frustration 


Failure to achieve a goal often results in feelings of 


Product alternatives for changing 
consumer needs 


frustration. At one time or another, everyone has expe- 
rienced the frustration that comes from the inability 
to attain a goal. The barrier that prevents attainment of 
a goal may be personal to the individual (i.e. a physical 
or financial limitation; or a psychological barrier such 
as conflicting goals) or it can be an obstacle in the 
physical or social environment. Regardless of the cause, 
individuals react differently to frustrating situations. 
Some people are adaptive and manage to cope by 
finding their way round the obstacle or, if that fails, by 
selecting a substitute goal. Others are less adaptive and 
may regard their inability to achieve a goal as a 
personal failure and experience feelings of anxiety. 
Such people are likely to adopt a defence mechanism 


to protect their egos from feelings of inadequacy. 


DEFENCE MECHANISMS 


People who cannot cope with frustration often 


mentally redefine the frustrating situation in order to 
protect their self-image and defend their self-esteem. 


For example, a young woman may yearn for an 


imported leather coat she cannot afford. The coping 
individual may select a less expensive cloth coat with — Source: Courtesy of DaimlerChrysler Australia Pacitic. 

a leather collar. The person who cannot cope may react 

with anger towards her boss for not paying her enough money to buy leather, or she may decide that wearing 
the skin of animals is a barbaric custom in which she will not participate. These two possibilities are examples, 
respectively, of aggression and rationalisation, defence mechanisms which people sometimes adopt to protect 
their egos from feelings of failure when they do not attain their goals. Other defence mechanisms include 


regression, withdrawal, projection, autism, escapism, identification and repression. 


Aggression 

Individuals who experience frustration may resort to aggressive behaviour in attempting to protect their self- 
esteem. This was aptly illustrated by two British yachtsmen who, disappointed at their poor showing in a 
sailing competition, burned their boat and swam ashore. Frustrated consumers have boycotted manutfactur- 


ers in an effort to improve product quality, and boycotted retailers in an attempt to have prices lowered. 


Rationalisation 

Sometimes individuals redefine a frustrating situation by inventing plausible reasons for not being able to 
attain their goals. Or they may decide that the goal really wasn’t worth pursuing. Rationalisations are not 
deliberate lies, since the individual is not fully aware of the cognitive distortion that arises as a result of the 
frustrating situation. Thus, a consumer who cannot quit smoking may convince herself she is smoking less if 


she switches to low-tar cigarettes. 
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Regression 
Sometimes people react to frustrating situations with childish or immature behaviour. A shopper attending a 
bargain sale, for example, may fight over merchandise and resort to tearing a garment that another shopper 


will not relinquish, rather than allow the other person to have it. 


Withdrawal 

Frustration is often resolved by simply withdrawing from the situation. A consumer who has difficulty using 
a tyre-patching kit may stop trying to repair tyres. He may rationalise his withdrawal by deciding that it is safer 
to buy new tyres or professionally refit used tyres than to repair them himself. Similarly, a consumer consid- 
ering the adoption of a new product may become frustrated in the purchase process by distribution problems 


or lack of technological compatability and withdraw from the market.’ 


Projection 

People may redefine a frustrating situation by projecting blame for their own failures and inabilities onto other 
objects or persons. Thus, the golfer who misses a stroke may blame his caddy, the ball or the golf club; the 
driver who has a car accident may blame the other driver, the road conditions or the car itself. This external 
attribution often leads the consumer to blame the marketer for a faulty product when it is the ability of the 


consumer that is causing the frustration. 


Autism 
Autism, or autistic thinking, refers to thinking that is almost completely dominated by needs and emotions, with 
little effort made to relate to reality. Such daydreaming, or fantasising, enables the individual to attain imaginary 


gratification of unfulfilled needs. A person who is completely monogamous may daydream about having affairs. 


Escapism 
Escapism occurs when people seek to live out a fantasy to help them get away from reality and enjoy the 
luxury of indulging in a different lifestyle. See the Nissan ad in Figure 3.6 (page 80). 


Identification 
Sometimes people resolve their feelings of frustration by subconsciously identifying with other people or situ- 
ations they consider relevant. Marketers have long recognised the importance of this defence mechanism and 
often use it as the basis for advertising appeals. That is why ‘slice-of-life’ commercials and advertisements are 
so popular. Such advertisements usually portray a stereotypical situation in which an individual experiences 
frustration and then overcomes the problem that caused the frustration by using the advertised product. If 
viewers can identify with the frustrating situation, they may very likely adopt the proposed solution and buy 
the product advertised. 

For example, a man who has difficulty attracting a woman he likes may decide to use the same mouthwash 
or shampoo or deodorant that ‘worked’ for the man in the commercial. Interestingly enough, use of the product 


may increase his self-confidence sufficiently to enable him to achieve his goal. 


Repression 

Another way that individuals avoid the tension arising from frustration is by repressing the unsatisfied need. 
Thus, individuals may force the need out of their conscious awareness. Sometimes repressed needs manifest 
themselves indirectly. A couple who cannot have children may surround themselves with plants or pets. The 
wife may become a teacher or work in a library; the husband may do volunteer work in a boys’ club. The 
manifestation of repressed needs in a socially acceptable form is called sublimation, another type of defence 


mechanism. 
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This listing of defence mechanisms is far from exhaustive. People have virtually limitless ways of redefin- 
ing frustrating situations in order to protect their self-esteem from the anxieties that result from experiencing 
failure. Based on their early experiences, individuals tend to develop their own characteristic ways of handling 
frustration. Marketers often consider this fact in their selection of advertising appeals and construct adver- 
tisements that portray a person resolving a particular frustration through the use of the advertised product. 
For example, a flour manufacturer may convince consumers that baking failures were caused by the ingredi- 


ents they used, rather than the ineptness of their efforts. (See also attribution theory in Chapter 7.) 


MULTIPLICITY OF NEEDS 


A consumer's behaviour often fulfils more than one need. In fact, it is more likely that specific goals are selected 
because they fulfil several needs. We buy clothing for protection and for a certain degree of modesty. In 
addition, our clothing fulfils a wide range of personal and social needs, such as acceptance or ego needs. 
Usually, however, there is one overriding (i.e. prepotent) need that initiates behaviour. For example, a man 
may stop smoking because he wants to rid himself of a chronic cough; he may also be concerned about cancer. 
In addition, his girlfriend may be ‘turned off’ by the smell of cigarette smoke. If the cumulative amount of 
tension produced by these three reasons is sufficiently strong, he will stop smoking. However, just one of the 
reasons (e.g. his girlfriend’s influence) may serve as the triggering mechanism. That one would be called the 
prepotent need. 

A consumer may also be faced with a situation in which more than one need is activated, but where the 
needs actually conflict. Jack, a university student, is athletic and concerned about fitness and health. He uses 
his success in athletics to fulfil his need for achievement. He also needs the social acceptance of his friends at 
university. Will Jack drink and smoke? It depends on which need is activated—the need for social acceptance 
or the need for success/achievement. The situation, the events prior to the moment, and the degree to which 


each of these needs has been satisfied recently will all play a part in determining which need will dominate. 


NEEDS AND GOALS VARY AMONG INDIVIDUALS 


One cannot accurately infer motives from behaviour. People with different needs may seek fulfilment through 
selection of the same goals, while people with the same needs may seek fulfilment through different goals. 
Consider the following examples. Five people who are active in a consumer advocacy organisation may each 
belong for a different reason. The first may be genuinely concerned with protecting consumer interests; the 
second may be concerned about an increase in counterfeit merchandise; the third may seek social contacts from 
organisational meetings; the fourth may enjoy the power of directing a large group; and the fifth may enjoy 
the status provided by membership in a powerful organisation. 

Similarly, five people may be driven by the same need (e.g. an ego need) to seek fulfilment in different ways. 
The first may seek advancement and recognition through a professional career; the second may become active 
in an organisation such as the Australian Institute of Management (AIM); the third may join a health club; the 


fourth may take professional dance lessons; and the fifth may seek attention at school council meetings. 


» Arousal of motives 


Most of our specific needs are dormant much of the time. The arousal of any particular set of needs at a specific 


point in time may be caused by internal stimuli found in our physiological condition, or in our emotional or 
cognitive processes, or by external stimuli in the environment. For the most part, purchases will not be made 


unless we experience a need and are activated to satisfy it. Unsatisfied needs create a state of tension. 
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FIGURE 3.6 


An ad offering a way to aspire to escape 
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PHYSIOLOGICAL AROUSAL 


Bodily needs at any specific moment are rooted in our physiological condition at that moment. A drop in 
blood sugar level, or stomach contractions, will trigger awareness of a hunger need. A decrease in body temper- 
ature will induce shivering, which makes us aware of the need for warmth. An increase in body temperature 
will induce sweating which makes us aware of a need for cooling.'® Most of these physiological cues are invol- 
untary, but they arouse related needs that cause uncomfortable tensions until they are satisfied. For example, 
a shivering man may turn up the heat in his home to relieve his discomfort; he may also make a mental note 
to buy flannel pyjamas. Research suggests that television programs can generate physiological arousal, which 


affects the impact of ensuing commercials." 


EMOTIONAL AROUSAL 


Thinking or daydreaming sometimes results in the arousal or stimulation of latent needs. People who are 
bored or frustrated in attempts to achieve their goals often engage in daydreaming (autistic thinking), in which 
they imagine themselves in all sorts of desirable situations. These thoughts tend to arouse dormant needs, 
which may produce uncomfortable tensions that ‘push’ them into goal-oriented behaviour. A young woman 
who dreams of becoming a business tycoon may enrol in business school. A young man who wants to play 
professional AFL football may identify with a league player and use the products he endorses commercially. 


COGNITIVE AROUSAL 


Sometimes random thoughts or a personal achievement can lead to a cognitive awareness of needs. An adver- 
tisement that provokes memories of home might trigger instant recognition of the need to speak with someone 
special. This is the basis for many telephone company campaigns that stress their low rates for international 


and interstate long-distance calls. 
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ENVIRONMENTAL AROUSAL 


The set of needs activated at a particular time are often determined by specific cues in the environment. Without 
these cues, the needs would remain dormant. For example, the evening news, the sight or smell of freshly baked 
bread, fast-food TV commercials, the children’s return from school—all these may arouse the ‘need’ for food. 
In such cases, modification of the environment may be necessary in order to reduce the arousal of hunger. 

A most potent form of situational cue is the goal object itself. A couple may experience an over- 
whelming need for a dishwasher when they see their neighbour’s new appliance; a person may suddenly 
experience a need for a new car when passing a dealer's display window. Sometimes an advertisement or other 
environmental cue produces a psychological imbalance in the viewer's mind. For example, a couple who are 
concerned about the problem of rubbish and landfill areas may see an advertisement for a mulcher and compost 
unit. The ad may make them so unhappy with the current disposal of waste at their own home, and at their 
parents’ homes, that they experience severe tension until they buy a garbage-reduction unit for themselves and 
one each for both sets of parents. In a research study investigating the influence of cues in a grocery envi- 
ronment on unplanned purchasing, exposure to in-store cues triggered need recognition.” 

When people live in a complex and highly varied environment, they experience many opportunities for 
need arousal. Conversely, when their environment is poor or deprived, fewer needs are activated. This explains 
why television has had such a mixed effect on the lives of the unemployed and pensioners. It exposes them 
to lifestyles and expensive products they would not otherwise see, and awakens wants and desires they have 
little opportunity or even hope of attaining. Thus, while it enriches their lives, television may also serve to frus- 
trate people and sometimes results in the adoption of antisocial defence mechanisms such as aggression. 

There are two opposing philosophies concerned with the arousal of human motives. The behaviourist 
school considers motivation to be a mechanical process; behaviour is seen as the response to a stimulus, and 
elements of conscious thought are ignored. An extreme example of this stimulus-response theory of moti- 
vation is the impulse buyer, who reacts mainly to external stimuli in the buying situation. The cognitive 
control of such consumers is limited; they do not act, but react to stimuli in the marketplace.'? The cogni- 
tive school believes that all behaviour is directed at goal achievement. Needs and past experiences are reasoned, 
categorised, and transformed into attitudes and beliefs that act as predispositions to behaviour. These predis- 
positions are aimed at helping the individual satisfy needs, and they determine the direction that people take 


to achieve this satisfaction. 


» Types and systems of needs 


For many years, psychologists and others interested in human behaviour have attempted to develop exhaus- 


tive lists of human needs and motives. Most lists of human needs tend to be diverse in content as well as in 
length. Although there is little disagreement about specific physiological needs, there is considerable disagree- 
ment about specific psychological (i.e. psychogenic) needs. 

In 1938, the psychologist Henry Murray prepared a detailed list of 28 psychogenic needs which have served 
as the basic constructs for a number of widely used personality tests (e.g. the Edwards Personal Preference 
Schedule). Murray believed that everyone has the same basic set of needs, but that individuals differ in their 
priority ranking of these needs. Murray’s basic needs include many motives that are assumed to play an impor- 
tant role in consumer behaviour, such as acquisition, achievement, recognition and exhibition (see Table 3.1). 

Lists of human motives are often too long to be of practical use to marketers. The most useful kind of list 
is a limited one in which needs are sufficiently generic in title to subsume more detailed human needs. While 


some psychologists have suggested that people have different need priorities based on their personalities, their 
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TABLE 3.1 | Murray’s list of psychogenic needs 


Needs associated with inanimate objects 
Acquisition 

Conservancy 

Order 

Retention 

Construction 


Needs that reflect ambition, power, accomplishment and prestige 
Superiority 

Achievement 

Recognition 

Exhibition 

Inviolacy (inviolate attitude) 

Infavoidance (to avoid shame, failure, humiliation, ridicule) 
Defendance (defensive attitude) 

Counteraction (counteractive attitude) 


Needs concerned with human power 
Dominance 

Deference 

Similance (suggestible attitude) 

Autonomy 

Contrarience (to act differently from others) 


Sado-masochistic needs 
Aggression 
Abasement 


Needs concerned with affection between people 
Affiliation 

Rejection 

Nurturance (to nourish, aid or protect the helpless) 
succorance (to seek aid, protection or sympathy) 
Play 

Needs concerned with social intercourse (the needs to ask and tell) 
Cognizance (inquiring attitude) 
Exposition (expositive attitude) 


Source: Adapted from Henry A. Murray, ‘Types of human needs’, in David C. McClelland, Studies in Motivation (New York: Appleton-Century-Crofts, 


1995), pp. 63-66. 


experiences, their environments, and so forth, others believe that most human beings experience the same 


basic needs, to which they assign a similar priority ranking. 


HIERARCHY OF NEEDS 


One of the most well-known theories of human motivation was developed by Abraham Maslow. His theory 


can be applied to interpreting how consumer goods and services can be perceived as satisfying different levels 


of needs of consumers. 
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FIGURE 3.7 | Maslow’s hierarchy of needs 


Self-actualisation 
(self-fulfilment) 


Ego needs 
(prestige, status, self-respect) 


Social needs 


(affection, friendship, belonging) 


Physiological needs 
(food, water, air, shelter, clothing, sex) 


Maslow, a clinical psychologist, formulated a widely accepted theory of human motivation based on the 
notion of a universal hierarchy of human needs.'* Maslow’s theory identifies five basic levels of human needs, 
which rank in order of importance from low-level (biogenic) needs to higher-level (psychogenic) needs. The 
theory suggests that we seek to satisfy lower-level needs first, and must achieve this satisfaction before higher- 
level needs emerge. The lowest level of chronically unsatisfied need that we experience serves to motivate our 
behaviour. When that need is reasonably well satisfied, a new (and higher-level) need emerges that we are 
motivated to fulfil. When this need is satisfied, a new (and still higher-level) need emerges, and so on. Of 
course, if a lower-level need experiences some renewed deprivation, it may temporarily become dominant 
again. For example, a young man concerned with social needs such as affection and friendship may temporar- 
ily become concerned with safety and security needs when he loses his job. 

Figure 3.7 presents Maslow’s hierarchy of needs in diagrammatic form. For clarity, each level is depicted as 
mutually exclusive. According to the theory, however, there is some overlap between each level, as no need is 
ever completely satisfied. For this reason, though all levels of need below the dominant level continue to motivate 


behaviour to some extent, the prime motivator—the 


major driving force within the individual—is the lowest 


level of need that remains largely unsatisfied. 


Appealing to a physiological need 


Physiological needs 
In the hierarchy of needs theory, the first and most 
basic level of needs is physiological. These needs, 
which are required to sustain biological life, include 
food, water, air, shelter, clothing, sex—all the biogenic 
needs, in fact, that were listed earlier as primary needs. 
Figure 3.8 shows a Tip Top ad which appeals to one 
of the physiological needs through the provision of 
food to satisfy the consumer’s hunger. 

According to Maslow, physiological needs are 
dominant when they are chronically unsatisfied: For : 
the man who is extremely and dangerously hungry, no _ Source: Courtesy of Tip Top Bakeries. 
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other interest exists but food. He dreams food, he remembers food, he thinks about food, he emotes only about food, 
he perceives only food and he wants only food.'? For many people in this country, the biogenic needs are gener- 
ally satisfied and the higher-level needs are dominant. However, the lives of Australians and New Zealanders 
who are on low incomes and the increased numbers of homeless youth are examples of groups who are focused 


almost entirely on biogenic needs: the need for food, clothing and shelter from the elements. 


Safety needs 

After the first level of needs is satisfied, safety and security needs become the driving force behind our behav- 
iour. These needs are concerned with much more than physical safety. They include order, stability, routine, 
familiarity, control over our life and environment, and a sense of certainty—the knowledge, for example, that 
we will eat dinner not only today and tomorrow, but also every day far into the future. Figure 3.9 depicts how 
Commonwealth Financial Planning appeals to our need for security. 

The security need provided the impetus for the growth of the union movement in Australia, since unions 
provide members with the security of knowing that their employment does not depend on the day-to-day whims 
of their employers. The social welfare programs enacted by Australia (e.g. social security, unemployment benefits, 
Medicare) have traditionally provided some degree of security to society. Savings accounts, insurance policies, 
education and vocational training are means by which we personally satisfy the need for security. 


Social needs 

The third level of Maslow’s hierarchy includes such needs as love, affection, belonging and acceptance. People 
seek warm and satisfying human relationships with other people and are motivated by love for their families 
and friends, and even pets. Because of the importance 

of social motives in our society, advertisers often Appealing to consumers’ security 
ernphasise this appeal in their advertisements. needs 


Ego needs 

When our social needs are more or less satisfied, the 
fourth level of Maslow’s hierarchy becomes operative. 
This level is concerned with ego needs. These needs 
can take either an inward or an outward orientation, or 
both. Inwardly directed ego needs reflect our need for 
self-acceptance, self-esteem, success, independence, 
and personal satisfaction with a job well done. 
Outwardly directed ego needs include the need for 
prestige, reputation, status and recognition from others. 
The presumed desire to ‘show off? one’s success and 
achievement through material possessions is a reflec- 
tion of an outwardly-oriented ego need. One of the 
motivations for attending the performing arts is to 


satisfy a need for status, more specifically the need to 
| 16 


feel important and influentia 


eturns. Others prefer a more aggressive strategy that seeks 
¢ Financial Planners can devise a strategy to suit. In addition, 


Need for self-actualisation cen aeecgimmmrecmnowaicrccone = — Finaneal Blaming JP 
According to Maslow, most people do not satisfy their . = : pial ine 

ego needs sufficiently ever to move to the fifth level— = oto || eee 

the need for self-actualisation (self-fulfilment). This Rams 

need refers to our desire to reach our full potential— Source: Image supplied courtesy of Commonwealth Bank of Australia. 
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to become everything we are capable of becoming. In Maslow’s words, ‘What a man can be, he must be’.!” 
This need is expressed in different ways by different people. A young man may desire to be the best athlete 
he possibly can and work single-mindedly for years to become the best in his sport. An artist may need to 
express herself on canvas; a business executive may try to build an empire. Maslow noted that the self-actu- 
alisation need is not necessarily a creative urge, but in people with some capacity for creativity it is likely to 
take that form. Advertisements for art lessons, banking services, and even for new graduate recruitment often 
try to appeal to the self-actualisation need. Various workplace conditions appeal to a number of elements in 
Maslow’s hierarchy. For instance, challenging work and a sense of accomplishment appeal to esteem and self- 
actualisation needs, respectively.'® Some of our largest companies use motivation-based promotion to encour- 
age their highly paid employees to look beyond their pay cheques to find gratification and self-fulfilment in 
the workplace—to view their jobs as the way to become ‘all they can be.’ 

In summary, the hierarchy of needs theory postulates a five-level hierarchy of prepotent human needs. 
Higher-order needs become the driving force behind human behaviour as lower-level needs are satisfied. The 


theory says, in effect, that dissatisfaction—not satisfaction—motivates behaviour. 


AN EVALUATION OF THE NEEDS HIERARCHY 


The needs hierarchy has received wide acceptance in many social disciplines because it appears to reflect the 
assumed or inferred motivations of many people in our society. The five levels of need postulated by the hier- 
archy are sufficiently generic to encompass most lists of individual needs. Some critics, however, maintain that 
Maslow’s concepts are too general. To say that hunger and the desire for self-esteem are similar, in that both 
are needs, is to obscure the urgent, involuntary nature of the former and the largely conscious, voluntary 
nature of the latter. The main problem with the theory is that it cannot be tested empirically; t!:ere is no way 
of measuring precisely how satisfied one need is before the next higher need becomes operative. The needs hier- 
archy is reasonably universal in that different societies and cultures, including Australia, New Zealand and 
Asia, will have different levels of development when matched according to Maslow’s hierarchical model. Factors 
such as the socioeconomic situation will influence the emphasis that Australian and New Zealand consumers 
place on physiological-need fulfilment versus ego-need fulfilment. While Maslow’s hierarchy is popular, it has 
been criticised, among other things, for not taking account of heroic and altruistic behaviour, as other theories 
can do. Another criticism of the hierarchy is its limited applicability to predicting specific behaviours.'” 
Consumers are continually being influenced by motives that they have ‘passed’ in the hierarchy. In Australia 
and New Zealand, where most people have satisfied their physiological and safety needs, security needs are still 
used effectively to motivate our decisions (refer to the Commonwealth Financial Planning ad in Figure 3.9). 
Although the model allows for the influence of motives that may not be the dominant ones, the fluctuation in 
position in the hierarchy makes it difficult to predict a consumer’s dominant motivation at any given time. 

Despite these criticisms, Maslow’s hierarchy can be a useful tool for understanding consumer motivations 
and is readily adaptable to marketing strategy, primarily because consumer goods often serve to satisfy each of 
the need levels. For example, we buy houses, food and clothing to satisfy physiological needs; we buy insurance 
and radial tyres and vocational training to satisfy safety and security needs. Almost all personal care products 
(cosmetics, toothpaste, shaving cream) are bought to satisfy social needs. Luxury products such as jewels or big 
cars are often bought to fulfil ego needs, and university training and banking services are sold as ways to achieve 
self-fulfilment. Maslow’s needs hierarchy has been called an ‘emotional trigger’ that enables marketers to commu- 
nicate with their target audiences on a personal, meaningful level that goes beyond product benefits.*° 

The hierarchy offers a useful, comprehensive framework for marketers trying to develop appropriate 


advertising appeals for their products. It is adaptable in two ways: first, it enables marketers to focus their 
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advertising appeals on a need level that is likely to be shared by a large segment of the prospective audience; 


second, it facilitates product positioning. 


Segmentation applications 
The needs hierarchy is often used as the basis for market segmentation, as specific advertising appeals are 
directed to individuals on one or more need levels. For example, soft drink ads directed to teenagers often stress 
a social appeal by showing a group of young people sharing good times as well as the advertised product. 
Research in the United States, sponsored by the National Spa and Pool Institute, found that women and 
men had different motivations concerning these products. Women saw the purchase of a pool as an enhance- 
ment of family life (the social need), but were concerned about the safety of their small children (the safety 
need). Thus, pool advertisements tended to stress the supervision of children, health and family enjoyment, 
targeted primarily to women. The study found that men were more interested in spas than pools, so spa 
commercials began to stress a more intimate message: relaxation, privacy, time together.”! In Australia research 
has not perhaps focused on these types of product usage situations by comparing male and female responses, 
but there are many examples of messages promoting safety needs, from toy products to cars. Social needs are 
exemplified by families enjoying holidays together. Hence, market segmentation can be derived from the needs 


hierarchy. 


Positioning applications 

Another way to utilise the hierarchy is for positioning products—that is, deciding how the product should be 
perceived by prospective consumers (see Chapter 5). The key to positioning is to find a niche (an unsatisfied 
need) that is not occupied by a competing product or brand. This application of the needs hierarchy relies 
on the notion that no need is ever fully satisfied, that it will continue to be motivating to some degree. Safety, 
for example, is a continuing need. Figure 3.10 depicts an ad for the Mercedes S-Class, with the emphasis on 
safety in the slogan ‘S-Class with Pre-Safe. The first car with protective reflexes’. 

Most manufacturers of luxury cars use status appeals (‘Impress your friends’), self-actualising appeals (‘You 
deserve the very best’) or even social appeals (‘The whole family can ride in luxurious comfort’). To find a 
unique position among its luxury competitors, some car companies have used a safety appeal in advertisements 
directed at high-income executives (‘When your wife is driving the two children home on a dark and stormy 


night, you can relax if she’s driving the Mercedes’). 


Versatility of the needs hierarchy 

One way to illustrate the usefulness of the needs hierarchy in designing promotional programs is to show how 
workable appeals for a single product can be developed from each level. Consider, for example, the potential 
promotional appeals for home exercise equipment. An appeal to physiological needs would show how the 
home exercise unit can improve body tone and health; a safety appeal would demonstrate how safe the equip- 
ment is for home (and solo) use. A social appeal might show how much fun it can be to exercise with a friend, 
or even how having a streamlined body can encourage social encounters. Self-esteem is easily demonstrated 
through a narcissistic appeal such as ‘Be proud of your body’. Finally, an appeal to self-actualisation may 
suggest to career couples that they deserve the convenience and luxury of home exercise after a long and chal- 


lenging work day. 


A TRIO OF NEEDS 


Some psychologists believe in the existence of a trio of basic needs: the needs for power, affiliation and achieve- 
ment. Each can be subsumed within Maslow’s needs hierarchy but, considered individually, they have a unique 


relevance to consumer motivation. 
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Ad emphasising safety needs 


FIGURE 3.10 


(2a) 


S-Class with Pre-Safe. The first car with protective reflexes, si. 


\ 


es-ony 


Source: Courtesy of DaimlerChrysler Australia Pacific. 


The power need relates to our desire to control our environment. It includes the need to control other 
people and various objects. This need appears to be closely related to the ego need, in that many individuals 
experience increased self-enhancement when they exercise power over objects or people. A number of products, 
such as cars, lend themselves to promises of power or superiority for users. The need to control one’s envi- 
ronment can be subsumed under Maslow’s safety need. 

Affiliation is a well-known and well-researched social motive that has far-reaching influence on consumer 
behaviour. The affiliation need suggests that behaviour is highly influenced by the desire for friendship, accep- 
tance and belonging. People with high affiliation needs tend to have a strong social dependence on others. They 
often select goods they feel will meet with the approval of friends. People who go to craft fairs or garage sales, 
teenagers who hang out at shopping malls, car buffs who congregate at automobile shows, often do so more 
for the satisfaction of being with others than to make a purchase. This need is very similar to Maslow’s social 
need. 

A considerable number of research studies have focused on the achievement need.”” Individuals with a 
strong need for achievement often regard personal accomplishment as an end in itself. The achievement need 
is closely related to both the ego needs and the self-actualisation needs. People with a high need for achieve- 
ment have certain traits that make them open to relevant appeals. They are more self-confident, and enjoy 
taking calculated risks. They research their environment actively, and are very interested in feedback. Their 
interest in monetary rewards or profits is due mainly to the feedback that money provides as to how they are 
doing. People with high achievement needs like situations in which they can take personal responsibility for 
finding solutions.’? They prefer activities that allow self-evaluation** and respond positively to feedback 
concerning their own competence.”? High-achievement is a useful promotional strategy for many products 
and services targeted to educated and affluent consumers. 

One study showed that the dominant needs may be related to an individual’s career progress. The study 
found that achievement was a dominant need for MBA students and Air Force officers. The need for power 
was dominant for partners in an accounting firm, and the need for affiliation was dominant among high school 
students, first-year cadets at the Air Force Academy and undergraduate accounting students. Such findings 
imply that different promotional approaches should be targeted at consumers according to their occupational 
progress.”° 

In summary, individuals with specific psychological needs tend to be receptive to advertising appeals 
directed at those needs. They also tend to be receptive to certain kinds of products. Thus, awareness of such 


needs provides marketers with additional bases on which to segment their markets. 
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» The measurement of motives 


How are motives identified? How are they measured? How do researchers know which motives are respons- 


ible for certain kinds of behaviour? These are difficult questions to answer because motives are hypothetical 
constructs—that is, they cannot be seen or touched, handled, smelled or otherwise tangibly observed. For 
this reason, no one measurement method can be considered a reliable index. Instead, researchers usually rely 
on a combination of observation (and inference), self-reports and projective techniques, used in tandem to try 
to establish the presence and/or the strength of various motives. 

The identification and measurement of human motives is an inexact process. Some psychologists are 
concerned that most measurement techniques do not meet the crucial test criteria of validity and reliability. 
(Validity ensures that the test measures what it purports to measure; reliability refers to the consistency with 
which the test measures what it does measure.) 

The findings of projective research methods are highly dependent on the analyst; they focus not on the data 
themselves, but on what the analyst thinks they imply. Therefore, many consumer behaviourists are reluctant 
to rely on projective techniques alone. However, by using a combination of assessments (i.e. triangulation) based 
on behavioural data (observation), subjective data (self-reports) and projective techniques, many consumer 
researchers feel more confident of achieving valid insights into consumer motivations than they would by 
using any one technique alone. Though some marketers are concerned that such research does not produce 
hard numbers that objectively ‘prove’ a point under investigation, others are convinced that qualitative studies 
can be just as revealing as quantitative studies. However, there is a clear need for improved methodological 


procedures for measuring human motives. 


» Motivational research 


The term motivational research, which should logically include all types of research into human motives, is 


generally used to refer to qualitative research designed to uncover the consumer's subconscious or hidden 
motivations. Operating on the premise that consumers are not always aware of the reasons for their actions, 
motivational research attempts to discover underlying feelings, attitudes and emotions concerning product, 


service or brand use. 


DEVELOPMENT OF MOTIVATIONAL RESEARCH 


Sigmund Freud's psychoanalytic theory of personality (discussed in greater detail in Chapter 4) provided the 
basis for the development of motivational research. This theory was built on the premise that unconscious 
needs or drives—especially biological and sexual drives—are at the heart of human motivation and person- 
ality. Freud constructed his theory from patients’ recollections of early childhood experiences, analysis of their 
dreams, and the specific nature of their mental and physical adjustment problems. 

In the 1950s, Dr Ernest Dichter, formerly a psychoanalyst in Vienna, adapted Freud’s psychoanalytical 
techniques to the study of consumer buying habits. Marketing research up to this time had focused on what 
consumers did (i.e. quantitative, descriptive studies) rather than on why they did it. Marketers were quickly 
fascinated by the glib, entertaining and usually surprising explanations offered for consumer behaviour, 
especially since many of these explanations had their origins in sex. For example, marketers were told that 
cigarettes and Lifesaver lollies were bought because of their sexual symbolism, that men regarded cars as surro- 
gate mistresses, and that women baked cakes to fulfil their reproductive yearnings (of course this sex- 


a 


stereotyping would be questioned by modern marketing).*’ Over time, advertising agencies have recruited 
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psychologists to conduct motivational research studies and consumer research groups. Box 3.1 presents four 
product profiles developed by Dichter and their applications to contemporary products. 

By the early 1960s, marketers were realising that motivational research had some drawbacks. Because of 
the intensive nature of qualitative research, samples were necessarily small: thus, there was concern about 
generalising findings to the total market. Also, marketers soon realised that the analysis of projective tests and 
depth interviews was highly subjective. The same data given to three different analysts could produce three 
different reports, each offering its own explanation of the consumer behaviour examined. Critics noted that 
many of the projective tests that were used had originally been developed for clinical purposes, rather than 
for studies of marketing or consumer behaviour. (One of the basic criteria for test development is that tests 
be developed and validated for the specific purpose and the specific audience from which information is 
desired.) Other consumer theorists had noted additional inconsistencies in applying Freudian theory to the 


study of consumer behaviour: first, psychoanalytic theory was structured specifically for use with disturbed 


BOX 3.1 Dichter’s research: Selected product personality profiles and current applications 


Baking Dichter described baking as an expression of femininity and motherhood, evoking nostalgic memories of delicious 
odours pervading the house when the mother was baking. He said that when baking a cake, a woman is subconsciously and 
symbolically going through the act of giving birth, and the most fertile moment occurs when the baked product is pulled from 
the oven. Dichter also maintained that when a woman bakes a cake for a man, she is offering him a symbol of fertility.4 The 
Betty Crocker image was based on this profile. | 


Automobiles According to Dichter, the car allows consumers to convert their subconscious urges to destroy and their fear of 
death—two key forces in the human psyche—into reality. For example, the expression ‘step on it’ stems from the desire to 
feel power, and the phrase ‘I just missed that car by inches’ reflects the desire to play with danger. Based on this view, Dichter 
advised Esso (now Exxon) to tap into consumers’ aggressive motives for driving cars in promoting the superiority of its gasoline 
product. The slogan ‘Put a tiger in your tank’ was developed as a result of his advice.® 
Dichter also maintained that cars have personalities, and that people become attached to their cars and view them as 
companions rather than objects. This notion stands behind his views that a man views a convertible as a mistress and a 
sedan as his wife. 


Dolls Dolls play an important part in the socialisation of children and are universally accepted as an essential toy for girls. 
Parents choose dolls that have the kind of characteristics they want their children to have, and the doll is an object for both 
the parents and the children to enjoy. When Mattel introduced Barbie in 1959, the company hired Dichter as a consultant. His 
research indicated that while girls liked the doll, their mothers detested the doll’s perfect bodily proportions and Teutonic 
appearance. Dichter advised Mattel to market the doll as a teenage fashion model, reflecting the mother’s desire for a daughter’s 
I. proper and fashionable appearance. The advertising themes used subtly told mothers that it is better for their daughters to 
appear attractive to men rather than nondescript.‘ / 


ice cream Dichter described ice cream as an effortless food that does not have to be chewed and that melts in your mouth, 
a sign of abundance, an almost orgiastic kind of food that people eat as if they want it to run down their chins. Accordingly, 
he recommended that ice cream packaging should be round, with illustrations that run around the box panel, suggesting unlim- 
Sources: *Ernest Dichter, Handbook of Consumer Motivations (New York: McGraw-Hill Book Company, 1964); Jack Hitt, ‘Does the smell of coffee brewing 


remind you of your mother?’, New York Times Magazine, 7 May 2000, pp. 6, 71. Phil Patton, ‘Here come the car shrinks’, Fortune, 18 March 2002, 145(6), 
__ p. 187. ‘Barbara Lippert, ‘B-Ball Barbie,’ Adweek, 9 November 1998, 35(45), p. 26. | 
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people, while consumer behaviourists were interested in explaining the behaviour of ‘typical’ consumers. 
Second, Freudian theory was developed in an entirely different social context (19th-century Vienna), while 
motivational research was introduced in the 1950s in postwar America.*® 

Finally, many motivational researchers imputed highly complex reasons to rather prosaic consumer 
purchases. Marketers began to question their recommendations (e.g. Is it better to sell a man a pair of braces 
as a means of holding up his pants or as a ‘reaction to castration anxiety’? Is it easier to persuade a woman to 
buy a garden hose to water her lawn or as a symbol of the ‘futility of genital competition for the female’?). Moti- 
vational researchers often came up with sexual explanations for the most mundane activities. For example, 
an ad showing a hostess behind a beverage table filled with large bottles of soft drinks was once commended 


by a leading motivational researcher for its ‘clever use of phallic symbolism’.”” 


MOTIVATIONAL RESEARCH TODAY 


Despite these criticisms, motivational research is still regarded as an important tool by marketers who want 
to gain deeper insights into the reasons behind consumer behaviour than conventional marketing research 
techniques can yield. There is new and compelling evidence that the unconscious is the site of a far larger 
portion of mental life than even Freud envisioned. Research studies show that the unconscious mind may 
understand and respond to non-verbal symbols, form emotional responses and guide actions, largely inde- 
pendent of conscious awareness.*° The science of semiotics is concerned with the conscious and subconscious 
meanings of non-verbal symbols to consumers.’! Box 3.2 lists some psychological meanings ascribed to current 
advertising symbols. 

Since motivational research often reveals unsuspected consumer motivations concerning product or brand 
usage, its principal use is in the development of new ideas for promotional campaigns, ideas that can pene- 
trate the consumer's conscious awareness by appealing to unrecognised needs. Thus, manufacturers of house 
paint were able to persuade consumers in Minnesota to try pastel colours on the exteriors of their homes after 
researchers discovered a latent ‘colour hunger’ among people living in that grey, wintry climate.°? In another 
example, researchers attempted to discover why women bought traditional roach sprays rather than a brand 


packaged in little plastic trays. To do this, they asked women to draw pictures of roaches and write stories about 


: BOX 3.2 Psychological symbolism in advertising 


Teddy bear A symbol of tamed aggression 
| (Perfect image for a fabric softener that ‘tames’ the rough texture of clothing.) 


Penguins symbolise coolness, refreshment and friendliness 
(Used in Diet Coke commercials to connote, subconsciously, these qualities.) 


A male back Can be perceived as ‘rudely giving the consumer the cold shoulder’ 
(Grey Flannel cologne removed this non-verbal from its ads.) 


A maleinarugged, § Symbolises a ‘lone wolf’ 
outdoor situation (Schick uses this symbol to suggest the underlying message ‘to be touched and loved and be 
a lover’.) 


Source: Based on Ronald Alsop, Agencies scrutinize their ads for psychological symbolism’, Wall Street Journal, 11 June 1987, p. 27. Dow Jones & Company, 
Inc. 


90> PART 2 The consumer as an individual 


their sketches. The study found that, for many of their respondents, roaches symbolised men who had left them 
feeling poor and powerless. The women reported that spraying the roaches and ‘watching them squirm and 
die’ allowed them to express their hostility toward men and gave them feelings of greater control.?3 Analysing 
these results enables the marketer to obtain a greater understanding of consumer purchase behaviours. 

Motivational research also provides marketers with a basic orientation for new product categories and 
enables them to explore consumer reactions to ideas and advertising copy at an early stage, so that costly 
errors can be avoided. Furthermore, it gives marketers basic insights which enable them to design structured, 
quantitative marketing research studies—studies to be conducted on larger, more representative samples of 
consumers. 

In addition, motivational research analyses often suggest new ways for marketers to present their products 
to the public. For example, in using figure sketches to determine consumers’ differing perceptions of American 
Express Gold card and Green card holders, researchers found that the Gold card user was perceived as a ‘couch 
potato’ in front of a TV set. Based on this and other research, American Express decided to market the Gold 
card as ‘a symbol of responsibility for people who have control over their lives and finances’.** 

Although motivational research continues to be a useful tool for many marketers who want to know the 
actual reasons underlying consumer behaviour, it is no longer considered the only method for uncovering 


human motivation. It remains just one of a variety of research techniques available to the consumer researcher. 


Colluding with Creativity: The Experience of Auckland Theatre Company 
Dr Suzette Major, Department of Screen & Media Studies, University of Waikato, Hamilton, New Zealand 


In the fast-paced lives we lead, with the constant strains of work and home, the need for leisure and enter- 


tainment is imperative. Leisure and entertainment services provide consumers with the opportunity to relax 
and escape from the pressures of everyday trials and tribulations. Creative industries in New Zealand are 
growing rapidly, to the point that they are now recognised by government and industry as being vital to the 
nation’s economic and social well-being. One such sector within the creative industries is live theatre. And at 
the forefront of live theatre productions in New Zealand is Auckland Theatre Company (ATC). This company 
offers the public a variety of theatrical productions that allow consumers to relax, socialise and immerse them- 
selves in the magical world of creativity. 

ATC was established in 1992 and has swiftly risen to become one of New Zealand’s most dynamic up- 
market arts organisations. ATC offers a range of plays from New Zealand and overseas, including works that 
are new and classic, dramatic, comedic and musical. The number of productions per season has steadily 
increased from two plays in its first year of operation, to 10 plays being showcased in 2002. In 2003, the number 
of productions dropped to seven, to allow for the national tour of The Vagina Monologues. In that year, ATC took 
The Vagina Monologues to 12 centres throughout New Zealand. The growing success of ATC is evident in their 
large customer base, with more than 100000 people now attending an ATC production each year. 

So why do people attend a live theatre performance? Beyond the simple explanation of meeting consumers’ 
need for a creative experience, lie multifaceted and complex reasons. For some, ATC’s productions provide a 
space for social interaction, since performances take place in a social setting. Whether people are on a date, or 
catching up with an old friend, with their parents, or spending quality time with their partner, attending a 
performance is as much about socialising, as it is about fulfilling the need for experiencing creative expression. 
As explained by ATC Marketing Manager, Helen Bartle, ‘attending a performance is a social activity. It's a chance 
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for people to get together with family and friends’. This means that the experience of ATC rarely finishes as the 
curtain falls. Rather, the performance can spark lively conversation and debate among audience members. In 
this way, ATC’s offerings can fulfil not only social needs, but also provide intellectual stimulation. 

While the exact figures of individual attendees versus group attendees are unknown, ATC recognises the 
social nature of their offering. And with this awareness comes the ability to address the social needs of their 
consumers. For example, ATC encourages people to attend performances in groups by offering group discounts. 
ATC is also looking at bringing groups of elderly together, by marketing a production as a package to retire- 
ment villages. The package includes transport to and from a Sunday matinee performance and offers a group 
discount. 

Within this social environment, psychological needs for status and prestige can also be satisfied. Attend- 
ing a performance can be as much about ‘being seen’ as seeing the performance. It is no surprise that ATC 
booklets can be found on the coffee tables of the culturally educated. To be artistically aware and supportive 
is seen as a respectable and desirable attribute. ATC again recognises the prestigious nature of their offering 
and designs marketing strategies that appeal to this consumer need. For example, the subscription booklet for 
ATC leads with the statement, ‘Be part of New Zealand’s leading theatre company’. 

Indeed, this sense of belonging to a prestigious group of ‘arts supporters’ is particularly evident in the high 
number of subscribers. At ATC, on average 25-30% of a season is booked in advance by subscribers. This is 
a significant figure, not only for financial reasons, but also for marketing purposes. As explained by Helen 
Bartle, ‘subscribers tend to be loyal ambassadors of the company’. 

People aspire to become ATC subscribers. Theatre is seen as a ‘high-art form, and theatre subscribers tend 
to fall within the higher socio-economic bracket. To be part of this exclusive group is enviable. As part of 
emphasising this exclusive nature of being a subscriber, ATC offers exclusive subscriber benefits. One such 
benefit is the subscriber briefing. These evenings provide the opportunity to meet cast and crew involved with 
the play and to see how the production is put together. Such direct involvement provides ATC with immedi- 
ate feedback on its current play, as well as generating new concepts for future productions. From the consumers’ 
standpoint, their privileged access ‘behind the scenes’ helps cultivate a sense of belonging to a prestige group 
of arts consumers. Membership to such a group is a way of fulfilling ego needs for prestige and status. 

Consumers’ need for safety and security is also recognised by ATC. One way of meeting these needs is by 
offering a Sunday matinee. As explained by Helen Bartle, ‘people often feel more comfortable going out during 
the day’. This is particularly evident for elderly consumers. In Helen Bartle’s experience, the front-of-house staff 
are also crucial for creating a safe and enjoyable environment. Many ATC productions are held at the Maidment 
Theatre where the customer service is superb. 

Part of feeling safe and secure when attending an ATC production also lies in the ease to which the 
consumer can park and physically get to the theatre. This is an area that causes some concern. ATC is a non- 
venue based theatre company, which means they rely on venues for staging their productions which are 
outside of their control. Maidment Theatre is such an example. While the physical space of the theatre is 
excellent, and the customer service is outstanding, the location of this theatre can create accessibility diffi- 
culties. Helen Bartle recognises this as a downfall: ‘we are aware that some subscribers have not renewed their 
membership because of this issue. It can be difficult to find a park in the centre of the city. And this can affect 
the overall enjoyment of attending an ATC production’. In addressing this safety issue, ATC is considering 
alternative ways of reaching the audience. The national tour of The Vagina Monologues for example, where the 
production was taken to various locations, provides an opportunity for ATC consumers to access the play in 


more convenient locations. 
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Another motivating factor for attending an ATC performance relates to the need for escapism and enter- 
tainment. While watching a performance, consumers have the chance to leave their worldly concerns behind, 
and simply be entertained for two brief hours. Unlike tangible products that perform utilitarian benefits, 
theatre feeds people’s creativity and offers consumers the chance to experience artistic and creative expression. 
Through the performances, ATC consumers can experience tension, passion, humour, joy and humility. The 
various plays can be educational, entertaining and intellectually stimulating. As citizens living in the ‘age of 
creativity’, such experiences can be inspiring. 

Part of the reason for the success of ATC lies in their ability to recognise and address the safety, social, 
ego and self-actualisation needs of their consumers. Through emphasising the prestigious nature of their 
offering (in particular to subscribers), encouraging social interaction through group bookings, offering Sunday 
matinees, touring productions, and delivering creative and inspirational performances, ATC has reached an 
inevitable position in the theatre sector. Their brand—ATC—is now standalone. Whenever an ATC produc- 
tion is advertised, consumers know it will be a quality performance. And in attending that performance, 
customers know their safety, social, egoistic and self-actualisation needs will be met through a totally satisfying 


theatre experience. 


Note: Many thanks to Helen Bartle, Marketing Manager, Auckland Theatre Company, for her valuable assis- 


tance in putting this case study together. 


Case Study Questions 

1. Discuss how the experience of ATC relates to Maslow’s hierarchy of needs. 

2. Bartle’s explanation for why people attend ATC’s productions is based on informal conversations with 
audience members, rather than formal motivational research. What benefits would Bartle gain from conduct- 
ing motivational research with ATC customers? 

3. Bartle lists various reasons why consumers attend ATC productions, including the satisfaction of social, 
egoistic and self-actualisation needs. These needs could also be met through other products outside the live 
theatre industry. List and discuss other products that could satisfy these consumer needs. 

4. A current trend facing contemporary organisations is ‘the spontaneous consumer’. This consumer behav- 
iour phenomenon is evident in the increasing number of people who live busy, unpredictable lives and 
make quick day-to-day decisions rather than planning activities well in advance. What impact could this 
trend have on ATC and what measures could ATC take to accommodate the ‘spontaneous consumer’? 

5. Bartle has chosen a series of black and white photographic images to promote ATC’s product. What other 
marketing strategies could Bartle employ to emphasise how ATC satisfies social, egoistic and self- 


actualisation needs? 
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Summary 


Motivation is the driving force within individuals that 
impels them to action. This driving force is produced by a 
state of uncomfortable tension, which exists as the result 
of an unfulfilled need. We all have needs, wants and desires. 
The drive to reduce need-induced tension results in behav- 
iour that we anticipate will satisfy needs and thus bring 
about a more comfortable state. 

All behaviour is goal-oriented. Goals are the sought- 
after results of motivated behaviour. The form or direction 
that behaviour takes—the goal that is selected—is a result 
of thinking processes (cognition) and previous learning. 
There are two types of goals: generic and product-specific. 
A generic goal is a general category of goal that may fulfil 
a certain need; a product-specific goal is a specifically 
branded or labelled product that the individual sees as a 
way to fulfil a need. 

Innate needs—those we are born with—are primarily 
physiological (biogenic); they include all the factors 
required to sustain physical life (e.g. food, water, clothing, 
shelter, sex). 

Acquired needs—those we develop after birth—are 
primarily psychological (psychogenic); they include esteem, 
fear, love and acceptance. For any given need, there are many 
different and appropriate goals. The specific goal selected 
depends on the individual’s experiences and physical 
capacity, prevailing cultural norms and values, and the goal’s 
accessibility in the physical and social environment. 

Needs and goals are interdependent and change in 
response to our physical condition, environment, inter- 
action with other people and experiences. As needs become 


satisfied, new, higher-order needs emerge that must be 
fulfilled. 


Discussion questions 


Failure to achieve a goal often results in feelings of frus- 
tration. Individuals react to frustration in two ways: they 
may cope by finding a way round the obstacle that prohibits 
goal attainment, or by finding a substitute goal; or they may 
adopt a defence mechanism that enables them to protect 
their self-esteem. Defence mechanisms include aggression, 
regression, rationalisation, withdrawal, projection, autism, 
identification and repression. 

Motives cannot easily be inferred from consumer behay- 
iour. People with different needs may seek fulfilment 
through selection of the same goals; people with the same 
needs may seek fulfilment through different goals. 

Although some psychologists have suggested that indi- 
viduals have different need priorities, others believe that 
most human beings experience the same basic needs, to 
which they assign a similar priority ranking. Maslow’s hier- 
archy of needs theory proposes five levels of prepotent 
human needs: physiological needs, safety needs, social 
needs, ego needs and self-actualisation needs. A trio of other 
needs widely used in consumer appeals comprises the needs 
for power, affiliation and achievement. 

There are three commonly used methods for identifying 
and ‘measuring’ human motives: observation and inference, 
subjective reports, and projective techniques. None of these 
methods is completely reliable by itself, so researchers often 
use a combination of two or three techniques to assess the 
presence or strength of consumer motives. 

Motivational research is qualitative research designed 
to delve below the consumer's level of conscious awareness. 
Despite some shortcomings, motivational research has 
proved to be of great value to marketers concerned with 
developing new ideas and new copy appeals. 


Se EI TTY 


1. (a) Marketers don’t create needs; needs pre-exist 
marketers. Discuss this statement. 
(b) Can marketing efforts change consumers’ needs? 
Why or why not? 

2. Consumers have both innate and acquired needs. Give 
examples of each kind of need and show how the same 
purchase can serve to fulfil either or both kinds of 
needs. 

3. Specify the innate and/or acquired needs that would be 
useful bases for developing promotional strategies for: 
(a) air-bags in cars 
(b) vitamins 


(c) a Harley-Davidson motorcycle 
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(d) recruiting university graduates to work for a 
company in the energy field. 

4. Why are consumers’ needs and goals constantly chang- 
ing? What factors influence the formation of new goals? 

5. How can marketers use consumers’ failures to achieve 
goals in developing advertisements for products and 
services? 

6. Most human needs are dormant much of the time. What 
factors cause their arousal? Give examples of personal 
care products which are designed to arouse latent 
consumer needs. 

7. For each situation listed in question 3, select one level 


from Maslow’s hierarchy of human needs that could be 


used to segment the market and position the product 
(or company). Explain your choices. What are the 
advantages and/or disadvantages of using Maslow’s hier- 


archy in segmentation and positioning? 


8. (a) What is motivational research? 


Exercises 


(b) What are its strengths and weaknesses? 

(c) How did Ernest Dichter apply Freudian theory to 
consumer behaviour? 

(d) How was motivational research used in the 1950s? 


(e) How do marketers use the technique today? 


L 


You are a member of an advertising team assembled to 
develop a promotional campaign for a new running 
shoe. Develop three slogans for this campaign, each 
based on one of the levels in Maslow’s needs hierarchy. 
Find an advertisement that depicts a defence mecha- 
nism. Present it in class and discuss its effectiveness. 


Choose three magazine advertisements for different 


Key terms 


consumer goods. Carefully review Murray’s list of 
human needs (Table 3.1). Through the advertising 
appeal used, identify which need(s) each product is 
presumed to satisfy. 

Explain briefly the needs for power, affiliation and 
achievement. Find three advertisements for different 


products that are designed to appeal to these needs. 
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Marketers have long tried to appeal to consumers in terms of their personality characteristics. They have 
intuitively felt that what consumers purchase, and when and how they consume, are likely to be influenced 
by personality factors. For this reason, advertisers and marketers have frequently depicted behaviours char- 
acteristic of specific personality traits or characteristics in their marketing and advertising messages. Adver- 
tising of alcoholic drinks such as Bundaberg Rum, Strongbow Cider and Victoria Bitter (VB) beer appeal to 
the sense of sociability and social interaction, whereas fragrances such as Obsession by Calvin Klein promote 
sexual appeal and individualism. 

This chapter focuses on the relationship between an individual’s personality and their behaviour as a 
consumer. It examines what personality is, how it influences our behaviour, particularly as consumers, and 
how it interrelates with other consumer behaviour concepts. It reviews several major personality theories and 
describes how they have stimulated marketing interest in the study of personality. The chapter also explores 


how the self-concept and self-image as approaches to personality influence consumer behaviour. 


» What Is personality? 


The study of personality has been approached in a variety of ways. Some theorists have emphasised the dual 


influence of heredity and early childhood experiences on the development of personality; others have stressed 
broader social and environmental influences and the fact that personalities develop continuously over time. 
Some view personality as a unified whole, while others focus on specific traits. The variation in viewpoints 
makes it difficult to arrive at a single unambiguous definition. However, we propose that it is the inner psycho- 
logical characteristics that both determine and reflect how a consumer responds to the environment, consis- 
tently influencing the way they respond. The emphasis in this definition is on inner characteristics—those 
specific traits that distinguish one individual from other individuals. An individual’s personality is dynamic 
in nature and needs to be considered in relation to personal motivations and interactions with the surround- 
ing environment.! Recently, the following definition was proposed and, as is the case with other definitions, 
it highlights the fact that it is our personality combined with the manner in which it interacts with the envi- 


ronment that influences our behaviour. Personality is: 


The unique, dynamic organisation of characteristics of a particular person, physical and psychological, which 
influence behaviour and responses to the social and physical environment. Of these characteristics, some will be 
entirely unique to the specific person (i.e. memories, habits, mannerisms) and others will be shared with a few, 


many or all other people.? 


As discussed later in this chapter, the deeply ingrained (inner) characteristics that we call personality are 
likely to influence consumers’ choices of products, stores and even holidays; they also affect how the consumer 
responds to an organisation’s communication efforts. Therefore, the identification of specific personality 
characteristics associated with consumer behaviour may be useful in the development of an organisation's 


marketing strategies. 
THE NATURE OF PERSONALITY 
In the study of personality, three distinct properties are of central importance: 


1. personality reflects individual differences; 
2. personality is consistent and enduring; and 


3. personality can change. 
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Personality reflects individual differences 

Because the inner characteristics that constitute an individual’s personality are a unique combination of factors, 
no two people are exactly alike. Nevertheless, many individuals tend to be similar in terms of a single (or 
limited set) personality characteristic. For instance, many people can be described as ‘high’ in sociability, or 
extroverted (the degree of interest they display in social or group activities), while others can be described as 
‘low’ in sociability or introverted. Personality is a useful consumer behaviour concept because it enables us to 
categorise people into different groups on the basis of a single or limited set of traits. If each person were 
different in all respects, it would be impossible to group consumers into segments; and there would be little 


reason to develop standardised products and promotional campaigns. 


Personality is consistent and enduring 

An individual’s personality is commonly thought to be both consistent and enduring. Both qualities are essen- 
tial if marketers are to explain or predict consumer behaviour in terms of personality. The nature of person- 
ality suggests that it is unreasonable for marketers to attempt to change consumers’ personalities to conform 
to certain products. They may, however, identify which personality characteristics influence specific consumer 


responses, and attempt to appeal to relevant traits inherent in their target group of consumers. 


Personality can change 
Although personality tends to be consistent and enduring, it may still change under certain circumstances. For 
instance, an individual’s personality may be altered by major life events, such as the birth of a child, the death 
of a loved one, a divorce, or a significant career promotion. An individual’s personality changes not only in 
response to abrupt events but also as part of a gradual maturing process and learning through life events. 
There is also evidence that personality stereotypes may change over time. More specifically, it is felt that men’s 
personality has generally remained relatively constant over the past 50 years, however women’s personality has 
seemed to become increasingly more masculine and should continue to do so over the next 50 years. This predic- 
tion indicates a convergence in the personality characteristics of men and women.’ The reason for this shift is 
that women have been moving into occupations that have traditionally been dominated by men and, therefore, 
have been associated with masculine personality attributes. For example, women now appear in senior manage- 
rial positions in organisations, they have taken on roles in trades once the sole domain of men (motor mechan- 


ics, electrical and plumbing, bricklaying etc.) and they undertake household tasks once the province of men. 


»> Theories of personality 


Within the context of consumer behaviour three streams of research and theoretical development have 


contributed much to our understanding of personality and its usefulness in marketing. The following discus- 
sion examines Freudian theory, neo-Freudian personality theory and trait theory because of the role they play 
in the study of the relationship between consumer behaviour and personality. 


FREUDIAN THEORY 


Sigmund Freud’s psychoanalytic theory of personality is the cornerstone of modern psychology. This theory 
was built on the premise that unconscious needs or drives, especially sexual and other biological drives, are 
at the heart of human motivation and personality. Freud constructed his theory on the basis of patients’ recol- 
lections of early childhood experiences, analysis of their dreams, and the specific nature of their mental and 
physical adjustment problems. 

Based on his analyses, Freud proposed that the human personality consists of three interacting systems— 


the id, the superego and the ego. The id was conceptualised as a ‘warehouse’ of primitive and impulsive 
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drives—basic physiological needs such as thirst, hunger and sex—for which the individual seeks immediate 
satisfaction without concern for the specific means of satisfaction. The id operates on the pleasure principle, 
it acts to avoid pain and maximise immediate pleasure. The Interflora Flowerline advertisement shown in 
Figure 4.1 depicts a seemingly impulsive act of ‘letting loose’, expression of the primitive drives of id, whilst 
the advertisement in Figure 4.2 operates on the pleasure principle. 

In contrast to the id, the superego is conceptualised as the individual's internal expression of society’s moral 
and ethical codes of conduct. The superego defines what is right and good by internalising the values of 
society. The superego’ role is to see that the individual satisfies needs in a socially acceptable fashion. Thus, 
the superego is a kind of ‘brake’ that restrains or inhibits the impulsive forces of the id. 

Finally, the ego is the individual’s conscious control. It functions as an internal monitor that attempts to 
balance the impulsive demands of the id and the sociocultural constraints of the superego. Through learning 
and experience, the ego develops the individual’s capabilities of realistic thinking. Figure 4.3 represents the 
interrelationship among the three interacting systems. There are situations where the ego is not able to resolve 
the conflict between the id and the superego. In these cases, a defence mechanism is used to reduce the tension 
brought on by the lack of compromise. Two examples of defence mechanisms are repression and projection. 
Repression is a kind of selective forgetting. The individual blocks out some aspects of the conflict in order that 
the conflict no longer exists. For example, if two students are trying to decide whether to take a vacation 
during the Easter break instead of studying, they may selectively repress some of the promises they made to 
their parents about the marks they would achieve this semester. The repression of their promises reduces the 
workload for the semester, and effectively eliminates the conflict between working and going on holiday. 
Projection occurs when unacceptable feelings generated by the id are projected onto another person or group. 
The criticisms that individuals make of others are often a reflection of their own undesirable urges. 


Stages of personality development 

In addition to specifying a structure for personality, Freud emphasised that our personality is formed as we 
pass through five distinct stages of infant and childhood development—the oral, anal, phallic, latent and 
genital stages. Freud labelled four of these stages of development to conform to the area of the body on which 
he believed the child’s sexual instincts are focused at the time. 


Ural stage The infant first experiences social contact with the outside world through the mouth (e.g. eating, 
drinking, sucking). A crisis develops at the end of this stage when the child is weaned from the mother’s breast 


or from the bottle. 


Anal stage During this stage, the child’s primary source of pleasure is the process of elimination. A second 


crisis develops at the end of this stage when parents try to toilet train the child. 


Phallic stage The child experiences self-oriented sexual pleasure during this phase with discovery of the sex 
organs. A third crisis occurs when the child experiences sexual desire for the parent of the opposite sex. How 
the child resolves this crisis affects later relationships with people of the opposite sex and with authority figures. 


Latency stage Freud believed that the sexual instincts of the child lie dormant from about age five until the 


beginning of adolescence. 


Genital stage At adolescence, the individual develops a sexual interest in people of the opposite sex, beyond 


self-oriented love and love for parents. 


According to Freud, an adult’s personality is determined by how well they deal with the crises that are 


experienced while passing through each of these stages (particularly the first three). For instance, if a child’s 
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FIGURE 4.1 | An example of id-driven impulsive 


behaviour 
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for any occasion, anywhere, simply call into your local Interflora florist, 


ring the Interflora Flowerline 1800 808 500 or visit www.interflora.com.au 


Insist on Interflora to guarantee the perfect delivery, every time. 


Source: Courtesy of Interflora. © Interflora Australia. 


FIGURE 4.3 


The interrelationships among the id, 
superego and ego 
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Source: Thanks to Gillette for Women Venus Passion. 


oral needs are not adequately satisfied at the first stage 
of development, the person may become fixated at 
this stage and, as an adult, display a personality that 
includes such traits as dependence and excessive oral 
activity (e.g. smoking and gum chewing). If an indi- 
vidual is fixated at the anal stage, the adult personal- 
ity may display other traits, such as an excessive need 


for neatness. 


Marketing applications of Freudian theory 

Researchers who apply Freud’s psychoanalytic theory 
to the study of consumer personality tend to stress the 
idea that human drives are largely unconscious, and 
that consumers are primarily unaware of their true 
reasons for buying what they buy. These researchers 


tend to focus on consumer purchases and/or consumption situations, treating them as a reflection and exten- 


sion of the consumer’s own personality. In other words, our appearance and possessions—how well-groomed 


we are, what we wear, carry and display—are taken to reflect our personality. Table 4.1 presents the results 


of a study of 19000 consumers that examined the link between snack food perceptions and selected person- 


ality traits.* The findings of the research reveal, for example, that potato chips are associated with being 
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TABLE 4.1 | Snack foods and personality traits 


Snack food Personality traits 


Potato chips Ambitious, successful, high achiever, impatient with less than the best. 

Tortilla chips Perfectionist, high expectations, punctual, conservative, responsible. 

Pretzels Lively, easily bored with same old routine, flirtatious, intuitive, may overcommit to projects. 
snack crackers Rational, logical, contemplative, shy, prefers time alone. 


Cheese curls Conscientious, principled, proper, fair, may appear rigid but has great integrity, plans ahead, 
loves order. 


Nuts Easygoing, empathetic, understanding, calm, even-tempered. 
Popcorn Takes charge, pitches in often, modest, self-confident but not a show-off. 
Meat snacks Gregarious, generous, trustworthy, tends to be overly trusting. 


Source: Alan Hirsch, MD, What Flavor is Your Personality? Discover Who You Are by Looking at What You Eat (Naperville, IL, Sourcebooks, 2001). Used 
with permission of Sourcebooks. © 2001, Alan Hirsch, MD. 


ambitious, successful, a high achiever and impatient with less than the best, whereas popcorn seems to be 
related to a personality that takes charge, often pitches in, is modest and self-confident but not a show-off. 
(The relationship between how consumers see the products or brands they use, and how they see them- 


selves, is considered later in the chapter as part of the discussion on self and self-images.) 


NEO-FREUDIAN PERSONALITY THEORY 


Several of Freud’s colleagues disagreed with his contention that personality is primarily instinctual and sexual 
in nature. Instead, these neo-Freudians believed that social relationships are fundamental to the formation 
and development of personality. For instance, Alfred Adler viewed human beings as seeking to attain various 
rational goals, which he called ‘style of life’. He also emphasised the individual’s efforts to overcome feelings 
of inferiority (i.e. by striving for superiority). 

Harry Stack Sullivan, another neo-Freudian, stressed that people continuously attempt to establish signif- 
icant and rewarding relationships with others. He was particularly concerned with the individual’s efforts to 
reduce tensions, such as anxiety. 

Like Sullivan, Karen Horney was also interested in anxiety. She focused on the impact of child—parent 
relationships and the individual’s desire to conquer feelings of anxiety. Horney proposed that individuals be 


classified into three personality groups: compliant, aggressive, and detached.° 


Compliant individuals are those who move toward others (they desire to be loved, wanted, and appreciated). 

i Aggressive individuals are those who move against others (they desire to excel and win admiration). 

ll Detached individuals are those who move away from others (they desire independence, self-reliance, self- 
sufficiency, and individualism or freedom from obligations). 


A personality test based on Horney’s theory, Interpersonal Orientation: The CAD Scale (known as CAD), 
has been developed and tested within the context of consumer behaviour.° The initial CAD research uncoy- 
ered a number of tentative relationships between college students’ scores and their product and brand usage 
patterns. For example, highly compliant students were found to prefer name-brand products such as Bayer 


aspirin (see brand at <www.bayer.com>); students classified as aggressive showed a preference for Old Spice 


CHAPTER 4 Consumer personality and self-concept > 103 


deodorant (see brand at <www.oldspice.com>) over other brands (seemingly because of its masculine appeal); 
and highly detached students proved to be heavy tea drinkers (possibly reflecting their desire not to conform). 
More recent research has found that children who scored high in self-reliance—who preferred to do things inde- 
pendently of others (i.e. detached personalities)—were less likely to be brand loyal and were more likely to 
try different brands.’ 

Many marketers intuitively use some of these neo-Freudian theories. For example, marketers who position 
their products or services as providing an opportunity to belong or to be appreciated by others in a group or 
social setting would seem to be guided by Horney’s characterisation of the compliant individual. Figure 4.4 
(page 106) shows an ad for Telstra that captures the personality factor related to the desire to be admired and 
have friends envy you with its emphasis on body copy that states: ‘The phone will make your friends jealous. 
Free text lets you rub it in.’ The aggressive individual needs to be the focus of attention and be admired. 


TRAIT THEORY 


A trait is defined as‘... any distinguishing, relatively enduring way in which one individual differs from 
another’ but has also been described as a tendency to respond (either in thought or action) in a similar fashion 
over time and situations.” Trait theory is primarily quantitative or empirical: focusing on the identification and 
measurement of personality in terms of specific psychological characteristics. Trait theorists believe that a 
personality can be understood by studying the pattern of traits within an individual. Accordingly, they are 
concerned with the construction of personality tests (or inventories) that pinpoint individual differences in 
terms of specific traits. Trait theories attempt to describe individuals in terms of their predispositions on a 
bank of adjectives. Essentially, a consumer's personality would be described in terms of a particular combination 
of traits. Trait theory constitutes a major departure from the predominantly qualitative approaches that typify 
the Freudian and neo-Freudian approaches (e.g. personal observation, self-reported experiences, dream analysis, 
projective techniques). 

This approach assumes that we have many dimensions to our personalities, but some people possess such 
dimensions more strongly or weakly than others. That is they have ‘more’ or ‘less’ of each trait than others. 
Trait theory does not try to provide a single label for each personality type. Instead, it provides information 
about a number of personality traits that make up the personality of the individual. Trait theories have endeav- 
oured to overcome the limitations of the type theories by focusing on individual differences, strengths and 
weaknesses. Such traits provide marketers with a better understanding of how consumers respond to market- 
ing stimuli. For example, some traits are associated with consumers’ interactions with marketing environ- 
ments and others on consumption objects. 

One of the most influential of the trait theories is the ‘Big Five’ model. This model was originally derived 
from analyses of natural-language terms people use to describe themselves and others. These terms, after 
factor analysis, can be explained by a narrower set of dimensions. Each of the five dimensions is represented 
by six, more specific, scales that measure facets of the dimension. The dimensions and their facets are as 


follows. 


 Neuroticism—the tendency to experience negative effects such as fear, sadness, embarassment, anger, guilt 
and disgust. A low score on this dimension indicates emotional stability characterised by calmness, and 
an even-tempered, relaxed nature. The facets of neuroticism are: anxiety, angry hostility, depression, self- 
consciousness, impulsiveness and vulnerability. 

1 Extroversion—the tendency to interact with the world. Individuals tending towards extroversion enjoy 
excitement and stimulation; they are upbeat, energetic and optimistic; they like people and prefer large 


groups and gatherings. A low score on this dimension indicates introversion. Introverts tend to be reserved 
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and independent, and prefer to spend time alone. The facets of extroversion are: warmth, gregariousness, 
assertiveness, activity, excitement-seeking and positive emotions. 

i Openness to experience—the tendency to seek a variety of experiences, to entertain novel ideas and uncon- 
ventional values, and to experience both positive and negative emotions more keenly. A high score on this 
dimension is associated with an active imagination, preference for variety, intellectual curiosity and an 
independence of judgment. A low score on this dimension indicates a conservative outlook, a desire for 
the familiar and the conventional. The facets of openness to experience are: fantasy, aesthetics, feelings, 
actions, ideas and values. 

i Agreeableness—the tendency to move towards people and act kindly towards them. A high score on this 
dimension is associated with altruism, an eagerness to help people, cooperativeness and a belief that others 
will be equally helpful in return. A low score indicates the tendency to be antagonistic, egocentric, compet- 
itive and sceptical of others’ intentions. The facets of agreeableness are: trust, straightforwardness, altruism, 
compliance, modesty and tender-mindedness. 

i Conscientiousness—the tendency to control impulses and pursue goals. A high score on this dimension is 
associated with an individual who is purposeful, strong-willed, punctual, reliable and determined. A low 
score on this dimension indicates a tendency to be lackadaisical in working towards goals. The facets of 


conscientiousness are: competence, order, dutifulness, achievement-striving and self-discipline. 


These traits may be inherited, imprinted by early childhood experience, or modified by disease or psycho- 
logical intervention; but at any given time they define an individual's potential and direction. These traits have 
been incorporated into a larger and more elaborate model of personality, the five-factor model'® illustrated in 
Figure 4.5. The traits, or basic tendencies, affect characteristic adaptations such as skills, habits and attitudes. 
Characteristic adaptations are concrete manifestations of traits or basic tendencies. For instance, a person who 
tends to be extroverted is more likely to develop skills that facilitate socialising, such as learning to dance. 
A person who tends to be disagreeable will cultivate cynical attitudes.*! Self-concept is a component of char- 
acteristic adaptations and is discussed in more detail later in this chapter. Characteristic adaptations and 
external influences, such as cultural norms, affect a consumer’s behaviour, or objective biography. If the indi- 
vidual who tends to be extroverted is also open to experience, that person not only learns to dance, but 
frequents dance parties. The behaviour is the outcome variable that market researchers often try to predict. 
All the five factors—basic tendencies, characteristic adaptations, self-concept, objective biography and external 
influences—are related to dynamic processes. The dynamic processes represent development and change due 
to experience. This reflects the notion that personality is a dynamic entity, not static, which is a significant diver- 
gence from Freud’s approach. 

The ‘Big Five’ model has been used to understand a consumer's propensity to engage in certain activities. 
Research supports the notion that consumer motives for exercising can be explained by the ‘Big Five’. For instance, 
those high in extroversion and conscientiousness were more likely to engage in exercise. Those high in neuroti- 
cism were likely to exercise for body image and weight control motives. Those high in extroversion were moti- 
vated by the social aspect of exercise. Those high in conscientiousness were motivated by health and fitness 
concerns. Those high in openness to experience were motivated by stress relief and the potential for fun.'? 

Selected single-trait personality tests (which measure just one trait, such as self-confidence) are increas- 


ingly being developed specifically for use in consumer behaviour and marketing. As we see in the sections 


that follow, these personality scales measure such traits as consumer innovativeness (how receptive a person 


is to new experiences), consumer susceptibility to interpersonal influence (how consumers respond to social 
influence), self-monitoring (the degree an individual is sentitive to their environment and adjusts or modifies 


behaviour accordingly) and consumer ethnocentrism (consumers? likelihood to accept or reject foreign-made 
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products).!? Recent research using a scale of romanti- 


FIGURE 4.4 | Telstra advertisement emphasising 
key personality factors 


cism and classicism found that consumers with a more 


romantic temperament (sensitive, imaginative and 


emotional) tend to prefer more risky vacations. 
Consumers with a more classic temperament (purpose- 
ful, rational and controlled) tend to prefer safer, more 
traditional types of vacation.'* Such research indicates 
a valid use of personality to market products. In general, 
consumer marketers should regard personality as one 
of the influences on behaviour, linked to decision 
making where the situation and material circumstances 
allow a choice. For example, a consumer's personality 
might impel him to buy a particular two-seater, luxury 
[BONUS worth $39.95 sportscar. The fact that the consumer has three children 
and a spouse to carry around and has little money to 
spend will constrain the actual choice. In contrast, faced 
with a range of available rides at Dreamworld amuse- 
ment park, the same consumer's choice may be deeply 
affected by personality factors. The criticism of the trait 
approach to personality has led to the view that for the 
approach to be useful to marketers, the consumer char- 
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FIGURE 4.5 


A five-factor theory of personality, with examples of specific content and arrows indicating the 
direction of major causal pathways mediated by dynamic processes 
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Source: Adapted from Robert R. McCrae and Paul T. Costa Jr, ‘Toward a new generation of personality theories: Theoretical contexts for the five-factor 
model’, in Jerry S. Wiggins (ed.), The five-factor model of personality: Theoretical perspectives (New York: Guilford Press, 1996), pp. 51-87. 
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» Personality and consumer behaviour 


Marketers are interested in understanding how personality influences consumption behaviour, because such 


knowledge enables them to understand consumers better, and more appropriately segment and target those 
consumers who are likely to respond positively to their product or service communications. This section 
examines some specific personality traits that influence specific behaviours and as such are useful to marketers 
for a better understanding of consumer behaviour. 


CONSUMER INNOVATIVENESS 


Marketing practitioners must learn all they can about those consumers who are likely to try new products, 
services or practices, for the market response of such innovators is often crucial to the ultimate success of a 
new product or service. 

Personality traits that have proved useful in differentiating between consumer innovators and non- 
innovators include: consumer innovativeness, dogmatism, social character, optimum stimulation level and 
variety seeking. (Chapter 15 examines additional characteristics that distinguish between consumer innova- 
tors and non-innovatotrs. ) 

How receptive consumers are to new products, new services or new practices is quite important to both 
consumers and marketers, for both can benefit from the right innovation. Consumer researchers have endeav- 
oured to develop measurement instruments to gauge the level of consumer innovativeness, because such 
personality-trait measures provide insights into the nature and boundaries of a consumer's willingness to 
innovate.'° Table 4.2 presents a six-item measure of consumer innovativeness that is specially designed to be 
flexible in terms of the boundaries or domain being studied (e.g. broad product category: music; subproduct 
category: rock music; type: new rock group). (The important topic of consumer innovativeness is examined 
in greater detail in Chapter 15.) 


CONSUMER DOGMATISM 


Dogmatism is a personality trait that measures the degree of rigidity we display towards the unfamiliar or 
towards information that is contrary to our own established beliefs.'° A person who is highly dogmatic 
approaches the unfamiliar defensively and with considerable discomfort and uncertainty. At the other end of 
the spectrum, someone who is low in dogmatism will readily consider unfamiliar or opposing beliets. 


TABLE 4.2 A consumer innovativeness scale? 


In general, | am among the last in my circle of friends to buy a new (rock album?) when it appears. 
lf | heard that a new (rock album) was available in the store, | would be interested enough to buy It. 


Compared to my friends, | own few (rock albums).‘ 

In general, | am the last in my circle of friends to know the (titles of the latest rock albums).° 
| will buy a new (rock album), even if | haven't heard it yet. 

| know the names of new (rock acts) before other people do. 


4 Measured on a 5-point ‘agreement’ scale. 
b The product category and related wording are altered to fit the purpose of the researcher. 
¢ These items are negatively worded and are scored inversely. 


Source: Ronald E. Goldsmith and Charles F. Hofacker, ‘Measuring consumer innovativeness’, Journal of the Academy of Marketing Science, 19, 1991, 
p. 212. Copyright © 1991 Academy of Marketing Science. 
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Consumers who are low in dogmatism (open-minded) are more likely to prefer innovative products to 
established or traditional alternatives. In contrast, highly dogmatic (closed-minded) consumers are more likely 
to choose established products. It is likely that highly dogmatic consumers will be more accepting of ads for 
new products or services that contain an authoritative appeal. To this end, marketers have employed celebri- 
ties and experts in their new-product advertising to make it easier for potentially reluctant consumers (non- 
innovators) to accept the innovation. In contrast, low-dogmatic consumers (who are frequently high in 


innovativeness) seem to be more receptive to messages that stress factual differences and product benefits. 


CONSUMER SOCIAL CHARACTER 


The personality trait known as social character has its origins in sociological research, which focuses on the 
identification and classification of individuals into distinct sociocultural types.'’ As used in consumer psychol- 
ogy, social character is a personality trait that ranges on a continuum from inner-directness to other-directness. 
Available evidence indicates that inner-directed consumers tend to rely on their own inner values or standards 
in evaluating new products and are likely to be consumer innovators. Conversely, other-directed consumers 
tend to look to others for direction on what is ‘right’ or ‘wrong’; thus, they are less likely to be consumer 
innovators. 

Inner-directed and other-directed consumers may also be attracted to different types of promotional 
messages. Inner-directed people seem to prefer ads that stress product features and personal benefits (enabling 
them to use their own values and standards in evaluating products), while other-directed people seem to prefer 
ads that feature a social environment or social acceptance (in keeping with their tendency to look to others 
for direction). Thus, other-directed individuals may be more easily influenced because of their natural incli- 


nation to go beyond the content of an ad and think in terms of likely social approval of a potential purchase. 


NEED FOR UNIQUENESS 


We all know people who seek to be unique. For these people conformity to others’ expectations or standards, 
either in appearance or in their possessions, is something to be avoided. Moreover, we would expect that it is 
easier to express or act uniquely if one does not have to pay a price in the form of others’ criticism. Support- 
ing this perspective, a recent study of consumers’ need for uniqueness (NFU) explored the circumstances 
under which high NFU individuals do (and do not) make unconventional (i.e. unique) choices. The research 
revealed that when consumers are asked to explain their choices, but are not concerned about being criticised 
by others, they are more receptive to making unique choices.’ Seeing the importance of NFU, other consumer 
researchers have developed an inventory to measure the trait within the context of consumer behaviour. 


Table 4.3 presents a sample of items drawn from the inventory. 


CONSUMER SUSCEPTIBILITY TO INTERPERSONAL INFLUENCE 


A consumer's susceptibility to interpersonal influence (CSII) has been shown to effect consumer behaviour. 
Consumer susceptibility to interpersonal influence is defined as the need to identify with or enhance one’s 
image in the opinion of others, the willingness to conform to the expectations of others and the tendency to 
learn by observing others or seeking information from others.’ As such, CSII is argued to have an influence 
on information processing, attitude development and purchase behaviour, and as a general trait, it seems that 
people who have a tendency to conform in one area will exhibit similar tendencies in others. For example, 
recent studies have shown as strong tendency for those who are higher in CSII to perceive some brands as being 
higher in status.’ This shows that those who are susceptible to interpersonal influence use specific brands to 


either fit into their social groups or stand out. The influence of CSI has also been shown in the context of 
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TABLE 4.3. | Sample items from a consumers’ need for uniqueness scale* 


| collect unusual products as a way of telling people I’m different. 
When dressing, | have sometimes dared to be different in ways that others are likely to disapprove. 
When products or brands | like become extremely popular, | lose interest in them. 


As far as I'm concerned, when it comes to the products | buy and the situations in which | use them, customs and rules 
are made to be broken. 


| have sometimes purchased unusual products or brands as a way to create a more distinctive personal image. 
| sometimes look for one-of-a-kind products or brands so that | create a style that is all my own. 
| avoid products or brands that have already been accepted and purchased by the average consumer. 


* This inventory is measured on a 9-point Likert scale ranging from ‘strongly agree’ to ‘strongly disagree’. 


Source: Kelly Tepper Tian, William 0. Bearden, and Gary L. Hunter, ‘Consumers’ need for uniqueness: Scale development and validation’, Journal of 
Consumer Research, 28, June 2001, pp. 50-66. Reprinted by permission of The University of Chicago Press. 


social issues. However, as a personality trait the influence across issues varies. For example, CSII seems to influ- 
ence young people’s involvement and attitudes towards anti-smoking, but not excessive drinking.”! By identi- 
fying a target market's susceptibility to interpersonal influence, a marketer can create persuasive communications 
that identify the product or brand’s value in helping the individual to fit to their social groups. CSII is generally 


measured using similar items to that shown in Table 4.4 with higher scores implying greater susceptibility. 


OPTIMUM STIMULATION LEVEL 


Some people seem to prefer a simple, uncluttered and calm existence, while others prefer an environment 
crammed with novel, complex and unusual experiences. Consumer research has examined how such varia- 
tions in need for stimulation may be influenced by selected personality traits, and how, in turn, specific stim- 
ulation levels may be related to consumer behaviour.” So far, this research has linked high optimum stimulation 
levels (OSL) with more willingness to take risks, try new products, be innovative, seek purchase-related infor- 


mation and accept new retail facilities. 


TABLE 4.4 | Example items from the consumer susceptibility to interpersonal influence (CSII)* 


| often consult other people to help choose the best alternative available from within a product class. 
If | want to be like someone, | often try to buy the same brands they buy. 
It is important that others like the products and brands | buy. 


To make sure | buy the right product or brand, | often observe what others are buying and using. 

| often identify with other people by purchasing the same products and brands they purchase. 

lf | have little experience with a product, | often ask my friends about the product 

When buying products and brands, | generally purchase those products and brands that | think others will approve of. 
| like to know what products and brands are likely to make good impressions on other people. 


* Scores are based on a bipolar, 7-place rating scale ranging from strongly agree to strongly disagree. 


Source: William 0. Bearden, Richard G. Netemeyer and Jesse E. Teel, ‘Consumer susceptibility to interpersonal influence’, Journal of Consumer Research, 
15, March 1989, pp. 473-481. Reprinted by permission of The University of Chicago Press. 
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OSL also seems to reflect a person’s desired level of lifestyle stimulation.’ For instance, if consumers’ actual 
lifestyles are equivalent to their OSL scores, then they are likely to be quite satisfied. On the other hand, if their 
lifestyles are understimulated (i.e. their OSL is greater than current reality), they are likely to be bored; if 
their lifestyles are overstimulated (i.e. their OSL is lower than current reality), they are likely to seek rest or 
relief. This suggests that the relationship between consumers’ lifestyles and their OSL is likely to influence their 
choice of products or services, and how they manage and spend their time. For instance, a person who feels 
bored (an understimulated consumer) is likely to be attracted to a vacation that offers a great deal of activity 
arid excitement. In contrast, a person who feels overwhelmed (an overstimulated consumer) is likely to seek 
a quiet, isolated, relaxing, and rejuvenating vacation. 

Consumers requiring higher levels of stimulation might be expected to respond favourably to products, 
service environments and promotional campaigns that stress more, rather than less, risk or excitement. The 


reverse would be true for consumers seeking lower levels of stimulation. 


VARIETY SEEKING 


A personality-driven trait quite similar to OSL is variety seeking. There appears to be several different types 


of variety seeking: 


exploratory purchase behaviour (e.g. switching brands to experience new and possibly better alternatives); 
vicarious exploration (e.g. where the consumer secures information about a new or different alternative, 
and then contemplates or even daydreams about the option); 

i use innovativeness (e.g. where the consumer uses an already adopted product in a new or novel way).** 


The third form of variety seeking—use innovativeness—is particularly relevant to technological products 
(such as home electronics products, where some models offer an abundance of features and functions, while 
others contain only a few essential features or functions). For example, researchers found that consumers 
with higher variety-seeking scores bought calculators with more features than consumers with lower variety- 
seeking scores.” 

Research indicates that the consumer innovator differs from the non-innovator in terms of personality 
orientation. A knowledge of these personality differences should help marketers select target segments for 
new products and design distinctive promotional strategies for specific segments. 


COGNITIVE PERSONALITY FACTORS 


Consumer researchers have been increasingly interested in how cognitive personality factors influence various 
aspects of consumer behaviour. In particular two cognitive personality traits—visualisers vs verbalisers and need 


for cognition—have shown signs of being useful in understanding selected aspects of consumer behaviour.”© 


Visualisers vs verbalisers 

One highly promising area of cognitive personality research classifies consumers as visualisers (consumers who 
prefer visual information and products that stress the visual, such as membership in a videotape cassette club) 
or verbalisers (consumers who prefer written or verbal information and products, such as membership in 
book clubs or audiotape clubs). Some marketers stress strong visual dimensions to attract visualisers, such as 
the Pepsi advertisement in Figure 4.6, while others feature a detailed description or point-by-point explana- 
tion to attract verbalisers. 


Need for cognition 
Another promising cognitive personality characteristic is need for cognition (NFC), which measures a person’s 
craving for or enjoyment of thinking. Available research indicates that consumers who are high in NFC are more 
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likely to be responsive to the part of an ad that is rich 
Ad that stresses strong visual 


igi in product-related information or description, and 
dimensions to attract visualisers 


unresponsive to the contextual or peripheral aspects 


0: 7 — 


ee se  & of the ad, such as the presence of a celebrity endorser.*’ 
In contrast, those consumers who are relatively low in 
NFC are more likely to be attracted to the background 
or peripheral aspects of an ad, such as an attractive 
model or well-known celebrity. (See also the discus- 
sion on central and peripheral routes to persuasion in 
Chapters 6 and 7.) Other research suggests that 
consumers who are high in NFC are more likely to be 
partial to cool colours (e.g. blue and green) than those 
who are low in NFC.’® If substantiated by future 
research, such insights should provide advertisers with 
valuable guidelines for creating advertising messages 
and supporting art (including colour) that appeals to 
particular target consumers’ need for cognition. 

Need for cognition (NFC) is defined as an individ- 
ual’s tendency to desire, engage in and enjoy effortful 
cognition. Specific measures have been developed to 
¢ : eh identify this trait and, as shown in Table 4.5, they tap 
LET YOUR TAS DECID into the desire or propensity to engage in higher levels 


e See, of thinking. Consumers with low NFC appear to 


emees process information differently to those with high NFC 
Source: Courtesy of PepsiCo Australia Holdings. ra 
who are more inclined to form an attitude about an 
attitude object by relying on easily processable peripheral cues such as humour, boldface slogans or an attrac- 
tive endorser. Consumers with high NFC are more likely to process all product information to arrive at a final 
consumption decision. Thus, the manner in which information is processed can be determined by an indi- 
vidual’s level of NFC. Those with high NFC are motivated to engage in more extensive processing of issue- 
relevant information and elaboration is high. With this, the central route to persuasion is followed and only 
those elements that form an objective opinion are influential in making a decision. Conversely, when an indi- 
vidual lacks motivation to process issue-relevant information, as is the case with low NFC, there is minimal 
elaboration and peripheral cues that are not relevant to forming a reasoned opinion are used.”° 
Individuals with high NFC take considerable time and effort to seek out and carefully scrutinise informa- 


tion*® and high NFC is associated with the desire to pay greater attention to information and enjoyment in 


TABLE 4.5 | Example items from a need for cognition (NFC) measure* 


e | enjoy a task that involves coming up with new solutions to a problem. 
e | prefer a task that is intellectual and difficult to one that does not require much thought. 


* The measure is 10-item scale adapted from Cacioppo and Petty’s (1982) 34-item measure. 


Source: E. M. Perse, ‘Predicting attention to local television news: Need for cognition and motives for viewing’, Communications Reports, 5(1), 1992, 
pp. 40-90. 
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undertaking complex tasks. Such individuals are characterised as being curious, organised, task-oriented and 
purposeful in their actions; being motivated to engage in effortful thinking and extensive information process- 
ing. When interpreting information, consumers with high NFC are less influenced by irrelevant factors, dis- 
regarding non-essential information and attending to the essence of the communication. High NFC is also 
associated with an individual's willingness to consider new ideas and a sounder self-concept.*' On the other 
hand, individuals with low NFC are unmotivated to attend to issue-relevant elements of communications. 
They tend to depend on, and are more susceptible to easily processable peripheral cues, such as the attrac- 
tiveness of the person conveying the information, music or the humorous tone of a message.** Hence, 
consumers with low NFC are more likely to be influenced by peripheral cues that they find enjoyable rather 


than issue-relevant information.’ 


Locus of control 

Locus of control (LOC) proposes that some individuals believe that they can control the outcomes by their 
own actions and personal abilities, others feel that external forces such as fate, luck or chance control their 
destiny. Those who believe they have personal control are said to have an internal LOC while those who feel 
that their destiny is controlled by other circumstances have an external LOC. Measures of LOC identify the 
tendency to attribute causes and outcomes as shown in Table 4.6. Research has found that those with an 
internal LOC engage in greater and more complex information search, using various media for their infor- 
mation, while those with external LOC tend to believe more in the ‘stability of the marketplace’,** and so 
prefer to:'rely more on information gained in the past. Externals also find advertisements more credible and 
believe that sales are a signal of quality. 

Locus of control can be used to understand where consumers prefer to shop. For example, do they prefer 
to shop in traditional shopping malls or online via the Web? Traits also help explain information seeking 
behaviours and perceptions of advertising. It also appears that those with an internal LOC are more likely to 
be drawn to the Internet in general because they would enjoy using technology that allows them to have a great 
deal of personal control.*? Furthermore, people who are mall browsers often feel that they ‘do not have enough 
control over their lives’ which would indicate that they are possibly individuals with an external LOC.°° 
Because internal LOC is associated with a belief in personal abilities, as well as problem-directed thinking?’ 


and engagement in greater and more complex information-search, it could be argued that consumers with an 


TABLE 4.6 | Example items from a locus of control measure* 


e |t isn't wise to plan ahead. 

e When things go right it’s good luck. 

e What will happen will happen anyway. 
e Success is mostly getting a good break. 
e What will be will be. 

e Life is a gamble. 

e | have little influence over things. 


* Measure is based on an adapted version of the short form of James’ Internal-External Locus of Control Scale (1957), with lower score implying internal 
locus of control and higher score external locus of control. The scale is a 7-item measure of the poles from strongly agree to strongly disagree. 


Source: Aron 0’Cass, ‘Electoral choice: The effect of voter control and involvement on satisfaction and voting stability’, Journal of Political Marketing, 
3(1), 2004, pp. 61-85. 
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internal LOC may be drawn to a shopping environment that offers a high level of information. Here they have 
the opportunity to undertake information search relying only on their own abilities and skills. This would be 
in keeping with the online shopping environment. Conversely, consumers with an external LOC may prefer 
the stability of the mall environment where they can rely on past experiences, sales people and other shoppers 
to assist them. It could be argued that here, the environment is filled with atmospherics rather than descrip- 


tive information and the shopper does not need to engage in complex information search.*® 


Self-monitoring 

Self-monitoring (SM) recognises that some individuals are more aware of external environmental cues and 
will adjust their behaviour in a manner that they believe will be more socially appropriate. Those who have 
this tendency to monitor the environment and modify their behaviour are referred to as high self-monitors 
while those who are less sensitive to external cues are low self-monitors. Measures of SM tap into this aspect 
by identifying the sensitivity and ability components as shown in Table 4.7. Self-monitoring has also been 
examined in the context of consumption of specific product types. Importantly, the degree to which consumers 
possess SM characteristics may be reflected in product and brand choices because of differences in orientations 
and concerns for prestige and appearance. To better understand high and low self-monitors, imagine sitting 
at a bar where one customer is intent on talking about the contents and taste of her drink while another is far 
more concerned with what other people may think of her brand-choice of alcohol. The first customer has 
little regard for what other people might think of her favourite brand of beer, let alone how she happens to 
look, while the other is far more concerned about the brand’s image, what it portrays to other customers and 


whether or not she has worn the right clothes for the occasion. The former is an example of a low SM and 


TABLE 4.7 | Self-monitoring measure* 


Ability factor 
In social situations, | have the ability to alter my behaviour if | feel that something else is called for. 
| have the ability to control the way | come across to people, depending on the impression | wish to give them. 
When | feel that the image | am portraying isn’t working, | can readily change It to something that does. 
| have trouble changing my behaviour to suit different people and different situations.** 
| have found that | can adjust my behaviour to meet the requirements of any situation in which | find myself. 
Once | know what a situation calls for, It’s easy for me to regulate my actions accordingly. 


Sensitivity factor 
¢ |am often able to read people's true emotions correctly (through their eyes). 


In conversations, | am sensitive to even the slightest change in the facial expression of the person with whom | am 
conversing. 


My powers of intuition are quite good when it comes to understanding the emotions and motives of others. 
| can usually tell when others consider a joke to be in bad taste, even though they may laugh convincingly. 
| can usually tell when I’ve said something inappropriate by reading it in the listener’s eyes. 
If someone is lying to me, | usually know it at once from that person's manner of expression. 


* Scale based on 6-point strongly agree to strongly disagree, with higher scores indicating higher self-monitoring tendencies. 
** Reverse scored items. 


Source: Aron 0’Cass, ‘A psychometric evaluation of a revised version of the Lennox and Wolfe revised self-monitoring scale’, Psychology and Market- 
ing, 17(5), 2000, pp. 397-419. Copyright © This material is used by permission of John Wiley & Sons, Inc. 
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the latter, a high SM. High SMs are preoccupied with what others may think of their appearance and actions. 
They are able to readily interpret interpersonal or situational cues and then respond by changing their behav- 
iour. Low SMs have little concern with either their physical or social environment and, at times, might even 
avoid situations where they may be required to change their self-image.*° 

Low SMs are relatively insensitive to social cues and often seek goods that offer functionality over style, 
while high SMs could be thought of as actors on a stage, continually changing their persona to fit the role 
they believe they are expected to play, and using products to fit in. High SMs have been found to exhibit very 
different attitudes towards branded and unbranded clothing, believing that an unbranded product must be 
lower in quality and should be rejected as unacceptable, whereas low SMs seek functional attributes over 
brand names. High SMs are more influenced by images in advertisements and tend to give socially-based 
arguments for product purchases, while low SMs make their judgment on the quality of argument offered 
and give utilitarian-based arguments for purchase decisions, and they generally believe that they have less 
control over the marketplace and feel somewhat alienated from marketplace events. High SMs may also feel 
the necessity to browse so that they remain aware of any changes in clothing brands and fashion trends 
that they may need as props to portray a particular image.*° When studying specific product types, self- 
monitoring has been shown to influence consumers’ motives for consumption. For example, self-monitoring 
influences consumers’ behaviour related to fashion clothing because it is associated with the degree of interest 
in maintaining a front through fashion clothing as it can be used as a prop to convey an image of the indi- 
vidual to other people. High self-monitors appeared to have a strong concern for their appearance and image 
(social-symbolic approval) and a strong emphasis on getting sensory pleasure out of fashion clothing. They 
appear to be aware of the impressions or messages that fashion clothing sends to others about them and, as 
such, motives such as social approval are a strong driver for a high self-monitor'’s choices in fashion clothing. 
It appears that the direct relationship between self-monitoring and involvement in fashion clothing is very 
weak, but self-monitoring has an indirect relationship with fashion clothing involvement via specific motives 


(i.e. symbolic).*! 


Uncertainty orientation 
Uncertainty orientation (UO) relates to information seeking and makes a distinction between individuals who 
actively seek clarity and information about themselves and the environment in which they find themselves 
(uncertainty-oriented), and those who prefer to maintain things as they are, not seeking new information or 
situations which only causes a sense of confusion (certainty-oriented). Those who are uncertainty-oriented 
(UO) are motivated to resolve uncertainty, predisposed to systematically process information during uncer- 
tain situations, and possess a discovery-oriented cognitive style.** On the other hand, those who are certainty- 
oriented (CO) are more attuned to, and comfortable in handling familiar and safe situations, and for this 
reason do not deal well with uncertainty. UO individuals actively seek and value new information and contin- 
ually challenge themselves with new ideas while those who are CO prefer to stay with the status quo within 
a predictable environment. Those who are UO are open to new ideas, seeking to learn about and understand 
the world around them. UO individuals have been found to be motivated by diagnostic tasks while those 
who are CO are more motivated by non-diagnostic tasks.*? Uncertainty orientation appears to be valuable to 
marketers in explaining individual differences in consumer information search as well as possibly other 
consumer processes. 

When considering this personality trait and, for example, shopping environments, it would appear that 
those who are CO will seek an environment that is relatively predictable and one they know well, while new, 
unknown environments would be avoided. Conversely, those who are UO would actively seek and explore 


a new environment, particularly where they would have the opportunity to then systematically process 
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information. Thus, it would appear that those who are UO may well find the environment offered online both 
challenging and sequentially diagnostic. Here they are able to continually seek new information and ideas to 
resolve uncertainty. The information they acquire can then be systematically processed.** Typical items used 


to measure UO are: 


ll I believe it is important for us to challenge our beliefs. 


0 IfI do not understand something, I find out about it. 


Cognitive personality theory has also been used to predict the identity of opinion leaders by Aron O’Cass (one 
of this book’s authors). Research found that cognitively differentiated individuals (people with more complex 
views about the world in which they live) were more likely to be opinion leaders. Personality traits are increas- 
ingly being studied in the context of a wide variety of consumer behaviour activities, from product purchases 
to shopping environment preferences. For example, examining consumers’ need for cognition, uncertainty 
orientation, self-monitoring and locus of control regarding the shopping environment preferences of consumers 
it was found that consumers who are higher SMs, have a greater external LOC, are more CO and have a lower 
NFC prefer the mall environment. On the other hand, consumers who are lower SMs, have more of an internal 


LOC, are more UO and higher NFC are drawn to the online environment.*® 


FROM CONSUMER MATERIALISM TO COMPULSIVE CONSUMPTION 


Consumer researchers have become increasingly interested in exploring several interrelated consumption and 
possession traits. These traits range from consumer materialism, to fixated consumption behaviour, to compul- 


sive consumer behaviour. 


Consumer materialism 

Materialism (or people being materialistic) is a topic frequently appearing in newspapers, magazines and on 
TV (e.g. ‘Australians are very materialistic’ ‘Australians over-consume’) and in everyday conversations between 
friends (‘He’s so materialistic!’). Materialism, as a personality-like trait, distinguishes those individuals who 
regard possessions as essential to their identities and lives, from those for whom possessions are secondary or 
less important. Researchers testing a measure of materialism have found some general support for the follow- 


ing characteristics of materialistic people: 


ll They especially value acquiring and showing off possessions. 

ll They are particularly self-centred and selfish. 

ll They seek a lifestyle full of possessions (i.e. they desire to have lots of things rather than a simple uncluttered 
lifestyle). 

i Their many possessions do not give them greater personal satisfaction (i.e. possessions do not lead to 


greater happiness).*’ 


Table 4.8 presents sample items from a materialism scale, capturing the dimensions of acquisition centrality, 


success and happiness. 


Fixated consumption behaviour 

Somewhere between being materialistic and being compulsive or addictive with respect to buying or possess- 
ing objects is the notion of being fixated with regard to consuming or possessing. Like materialism, fixated 
consumption behaviour is within the realm of normal and socially acceptable behaviour (i.e. fixated consumers 


do not keep their objects or purchases of interest a secret; rather, they frequently display them, and their 
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TABLE 4.8 Measure of consumer materialism* 


Acquisition centrality 

» The things | own aren’t all that important to me.** 

» Buying things gives me a lot of pleasure. 

» | like a lot of luxury in my life. 

» |tis important to me to have really nice things (possessions). 


Possession defining success 

» | admire people who own expensive possessions (such as homes, cars and clothes). 

* | don't place much emphasis on the amount of material possessions people own as a sign of success.*” 
e The things | own say a lot about how well I’m doing in life. 

e | like to own things that impress people. 

¢ | don’t pay much attention to the material objects people own.*”* 


Acquisition as the pursuit of happiness 

e | have all the things | really need to enjoy life.** 

e My life would be better if | owned certain things that | don't currently have. 

e |'d be happier if | could afford to buy more things (possessions). 

e |t sometimes bothers me quite a bit that | can’t afford to buy all the things I'd like. 


* Measure based on a 6-point Likert scale from strongly agree to strongly disagree. 
** Reverse scored items. 


Source: Aron 0’Cass, ‘Consumer self-monitoring, materialism and involvement in fashion clothing’, Australasian Marketing Journal, 9(1), 2001, pp. 46-60. 


involvement is openly shared with others who have a similar interest). Fixated consumers typically possess 


the following characteristics: 


ll A deep (possibly passionate) interest in a particular object or product category. 

i A willingness to go to considerable lengths to secure additional examples of the object or product category 
of interest. 

| The dedication of a considerable amount of discretionary time and money to searching out the object or 


product.*® 


This profile of the fixated consumer describes many collectors or hobbyists (e.g. coin, stamp or antique 
collectors, vintage wristwatch or fountain pen collectors). Research exploring the dynamics of the fixated 
consumer (in this case, coin collectors) revealed that, for fixated consumers, there is not only enduring involve- 
ment in the object category itself, but a considerable amount of involvement in the process of acquiring the object 


(sometimes referred to as the ‘hunt’).*° 


Compulsive consumption behaviour 

Unlike materialism and fixated consumption, compulsive consumption lies within the realm of abnormal 
behaviour. Consumers who are compulsive have an addiction; in some respects they are out of control, and 
their actions may have damaging consequences to themselves and those around them. Examples of compul- 
sive consumption problems are uncontrollable gambling, drug addiction, alcoholism, and various food and 
eating disorders.’ To control, or possibly eliminate, such compulsive problems generally requires some type 


of therapy or clinical treatment. 
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There have been some research efforts to develop a screener inventory to pinpoint compulsive consump- 
tion.?' Consumer research into compulsive consumption behaviour would not only benefit those who are 
personally suffering from this consumption disorder, but would also give marketers a better understanding of 
the so-called ‘normal’ consumer. 


CONSUMER ETHNOCENTRISM: RESPONSES TO FOREIGN-MADE PRODUCTS 


In an effort to distinguish between consumer segments that are likely to be receptive to foreign-made products 
and those that are not, researchers have developed and tested a consumer ethnocentrism scale called 
CETSCALE as shown in Table 4.9.°* The CETSCALE results have been encouraging in terms of identifying 
consumers with a predisposition to accept (or reject) foreign-made products. Consumers who are highly ethno- 
centric are likely to feel that it is inappropriate or wrong to purchase foreign-made products because of the 
economic impact on the domestic economy; non-ethnocentric consumers tend to evaluate foreign-made 
products more objectively for their extrinsic characteristics. 

Thus, domestic marketers can attract ethnocentric consumers by stressing a nationalistic theme in their 
promotional appeals (e.g. ‘Made in Australia’ or ‘Made in America’), since this segment is predisposed to buy 
products made in their native land. The appeal to Australian made can be seen in Figure 4.7 for the Australian 
Made campaign which advertises ‘Buying Australian Made’. 

Marketers should also be aware of the possibility that a ‘Made in Australia’ distinction may not incite the 


consumer preference directed purchase. According to a 1993 study by Australian Preference Marketing, 46% of 


TABLE 4.9 | The consumer ethnocentrism scale—CETSCALE* 


Australian people should always buy Australian-made products instead of imports. 

Only those products that are unavailable in Australia should be imported. 

Buy Australian-made products. Keep Australia working. 

Australiansproducts, first, last and foremost. 

Purchasing foreign-made products is un-Australian. 

It is not right to purchase foreign products, because it puts Australians out of jobs. 

A real Australian should always buy Australian-made products. 

We should purchase products manufactured in Australia instead of letting other countries get rich off us. 
It is always best to purchase Australian products. 

There should be very little trading or purchasing of goods from other countries unless out of necessity. 
Australians should not buy foreign products, because this hurts Australian business and causes unemployment. 
Curbs should be put on all imports. 

It may cost me in the long run, but | prefer to support Australian products. 

Foreigners should not be allowed to put their products in our markets. 

Foreign products should be taxed heavily to reduce their entry into Australia. 

We should buy from foreign countries only those products that we cannot obtain within our own country. 


Australian consumers who purchase products made in other countries are responsible for putting their fellow Australians 
out of work. 


*Response format is a 7-point Likert-type scale (strongly agree = 7, strongly disagree = 1). Range of scores is from 17 to 119. Calculated from confir- 
matory factor analysis of data from 4-area study. 


Source: Adapted from Terence A. Shimp and Subhash Sharma, ‘Consumer ethnocentrism: Construction and validation of the CETSCALE’, Journal of 
Marketing Research, 24, August 1987, p. 282. Reprinted with permission of the American Marketing Association. 
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the Australian respondents agreed that ‘It is not worth it to me to pay more to buy Australian-made’. Therefore, 
if a special ‘Made in Australia’ marketing campaign is going to result in a marked increase in the product's cost, 
those marketers who lack an awareness of consumer behaviour may actually end up decreasing product sales. 

In the same study, as many as 77% of the respondents indicated they ‘would buy Australian’ if the price 
was the same (depending on the type of product—i.e. food, clothing, cars, etc.). In the ad shown in Figure 
4.8, Sunbeam Corporation Limited is banking on the ‘Made in Australia’ sentiment by marketing its tradi- 
tional values and warm continued relationship with the Australian consumer. (Notice the Australian-made 
symbol in the lower left-hand corner of the ad.) In an advertisement for a brand of headache remedy, manu- 
factured by Herron, consumers are informed that Australian-made is not good enough; Herron products are 


both Australian-made and Australian-owned. 


Responses to foreign-made products 

Table 4.10 presents a marketing mix strategy that can be used to manage country-of-origin effects. Specifically, 
if marketers determine that the potential customers in a particular country possess a positive image of products 
made in the country in which their products originate, the marketers may be able to create a marketing mix 
strategy that follows options in the positive column. In contrast, if marketers assess that the potential customers’ 
in a particular country possess a negative image of products made in the country in which their products orig- 
inate, the marketers might be wise to elect a marketing mix strategy that follows options in the negative 


column. 


FIGURE 4.7 | Emphasising buying Australian FIGURE 4.8 | Ad that employs an ethnocentric 
made appeal 


SUNBEAM STANDS 
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2 #8 or visit: www. australianmade. com. au 


PROUDLY DESIGNED AND MADE IN AU ISTRALIA. 
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Source: Courtesy of Australian Made Campaign. Source: Courtesy of Sunbeam Corporation Limited. 
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TABLE 4.10 | Strategies for managing country-of-origin effects 


Country image 
Marketing mix Positive Negative 


Product Emphasise ‘Made In’ Emphasise brand name 


Price Premium price Low price to attract value 
CONSCIOUS 


Place (channel of distribution) Exclusive locations Establish supply chain partners 


Promotion Country image Brand image 
Nation sponsored Manufacturer sponsored 


Source: Osman Mohamad, Zafar U. Ahmed, Earl D. Honeycutt, Jr and Taizoon Hyder Tyebkhan, ‘Does “Made in...” matter to consumers? A Malaysian 
study of country of origin effect’, Multinational Business Review, Fall 2000, p. 73. 


Consumer self-concept 

The notion of consumer self-concept has been the focus of extensive study for many years by consumer 
researchers. Self-concept is seen as the totality of the individual’s thoughts and feelings in reference to 
themselves as an object. Importantly, the behaviour of consumers is often directed toward enhancing 
their self-concept through the consumption of products and services as symbols. Self-image has been con- 


sidered a multidimensional construct, with various forms of the self, such as actual, ideal and social 


(among others). 
) FIGURE 4.9 Seiko appeal to image 


» Self and self-images nnn 


IT’S NOT YOUR JOB. 


Consumers have a number of enduring images of 
themselves. These self-images, or perceptions of self, 
are very closely associated with personality, in that 
we tend to buy products and services, and patronise 
retailers, with images or ‘personalities’ that closely 
correspond to our own self-image. For example, the 
advertisement shown in Figure 4.9 identifies a clear 


appeal by Seiko to image by identifying ‘It’s not your 


car. It’s not your friends. It’s not your job. It’s your 


i7’S YOUR WATCH THAT 


watch that tells most about who you are.’ The Seiko bead gc oon cus, ua eee aa 
ad uses a basic appeal to self-image and its enhance- 
ment through key brands. In the five-factor model 
discussed earlier in this chapter, self-concept is one of 
the factors. Self-concept is influenced by the ‘Big Five’, 
the situation and the individual's history, and in turn 


influences behaviour. In this section, we examine the ponte 


issue of one self or multiple selves, and explore the 


makeup of the self-image, the notion of the extended =e 
self, and the possibilities of altering the self-image. Source: Courtesy of Seiko Australia Pty Ltd. 
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ONE SELF OR MULTIPLE SELVES? 


Historically, individual consumers have been thought to have ‘a single self’-—and to be interested in products 
and services that satisfy that single self. However, research indicates that it is more accurate to think of the 
consumer in terms of a multiple self or multiple selves.°? The change in thinking reflects the understanding 
that a single consumer is likely to act quite differently with different people and in different situations. For 
instance, a person is likely to behave differently at a museum opening, at school, at work, with parents, and 
with friends at a night club. The healthy or normal person is likely to be a somewhat different person in each 
of these different situations or social roles. In fact, acting exactly the same in all situations or roles is likely to 
be a sign of an abnormal or unhealthy person. 

An important ramification of having more than one self-image is that the traits activated in one self may 
not be as important in another self. In terms of consumer behaviour, the idea that an individual embodies a 
number of different ‘selves’ (i.e. has multiple self-images) suggests that marketers should target their products 
and services to consumers within the context of a particular self. (The notion of a consumer having multiple 
selves or multiple roles is consistent with the idea of use-situation segmentation discussed in Chapter 2.) 


THE MAKEUP OF THE SELF-IMAGE 


Despite our varying social roles, we all have an image of ourself as a certain kind of person, with certain traits, 
habits, possessions, relationships and ways of behaving. As with our personality, our self-image is unique, the 
outgrowth of our background and experience. We develop our self-image through interactions with other 
people: initially our parents, then other individuals or groups with whom we relate over the years. 

Products and brands have symbolic value for us, and we evaluate them on the basis of their consistency 
(i.e. congruence) with our personal picture or image of ourself. Some products seem to match our self-image; 
others seem totally alien. It is generally held that consumers attempt to preserve or enhance their self-image 
by selecting products with ‘images’ or ‘personalities’ they believe are congruent with their own self-image, and 
avoiding products that are not.?* 

A variety of self-image constructs has been identified in the consumer behaviour literature. One popular 
model depicts four specific kinds of self-image: 


actual self-image (i.e. how consumers in fact see themselves); 
ideal self-image (i.e. how consumers would like to see themselves); 


social self-image (i.e. how consumers feel others see them); 


oe 


ideal social self-image (i.e. how consumers would like others to see them).°° 


Other research has identified a fifth type of self-image, expected self-image (i.e. how consumers expect to see 
themselves at some specified future time). The expected self-image is somewhere between the actual and ideal 
self-images. It is somewhat like a future-oriented combination of ‘what is’ (the actual self-image) and what 
consumers ‘would like to be’ (the ideal self-image). Moreover, because the expected self-image provides 
consumers with a realistic opportunity to change the ‘self’, it is likely to be more valuable to marketers than 
the actual or ideal self-image as a guide for designing and promoting products. 

In different contexts (i.e. in different situations and/or with respect to different products), consumers might 
select a different self-image to guide their attitudes or behaviour. For instance, for products that we consume 
privately, such as household products, consumers might be guided by their actual self-image. For socially- 
enhancing or socially-conspicuous products, they might be guided by their social self-image. When it comes 
to vacations, or even clothing, they might be guided by either ideal self-image or ideal social self-image. 

The concept of self-image has strategic implications for marketers. For example, marketers can segment 


their markets on the basis of relevant consumer self-images, and then position their products or stores as symbols 
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of such self-images. Such a strategy is consistent with the marketing concept, in that the marketer first assesses 
the needs of a consumer segment (with respect to both the product category and to an appropriate symbol of 
self-image) and then proceeds to develop and market a product or service that meets both criteria. Another 
approach is the assessment of the discrepancy or difference between a consumer's self-concept (self-images) 
and product or brand images. This approach has been used to study differences in the perceptions of eastern 
versus western brands of fashion clothing,”° of individual characteristics, perceptions of a brand's status and self- 
image brand-image congruency.”’ Self-image product-image congruency has also been studied. Such studies 
indicate that the self-concept is important because different perceptions of the self influence purchase behav- 
iour and decisions, and how and why consumers provide status to a brand as well as product usage to commu- 
nicate their image to others. Some of the leading authorities on self-concept propose that consumer behaviour 
is, in part, determined by the congruence resulting from a psychological comparison involving the product- 
user image and the consumer's self-concept. We are now able to measure a consumer's self-concept and self- 
image product-image congruency. As shown in Table 4.11, self-concept can be measured via identifying particular 


TABLE 4.11 | Examples of measures of self-concept and self-image product-image congruency 


Self-concept measure” 


Please rate how you see yourself on the following descriptive word pairs by circling a number in each row closer to the word 
that describes you. 


Rugged 
Exciting 
Thrifty 


Delicate 
Calm 
Indulgent 


Informal 
Colorful 


Formal 
Colorless 


l 
| 
l 
Youthtul l Mature 
l 
] 


Global assessment of self-image product-image congruency 


These items relate to the images you have of Calvin Klein clothing and your own self-image. Think for a moment about the 
way you actually see yourself (your actual self) and how you would ideally like to be (your ideal self). Then read each 
Statement and respond to how you see Calvin Klein and how you see your actual self and your ideal self. 


Calvin Klein’s image Is very similar to my actual image. 
l 2 5 4 


The brand’s image and my actual image are quite similar. 
l 2 3 4 . 6 


Calvin Klein portrays an image very similar to the image | would ideally like to have or portray. 
l 2 3 4 9 6 


The image | would ideally like to have or portray and the image of Calvin Klein is quite similar. 
1 2 3 4 . 6 


4The original scale had 20 items. 


Sources: 

> Adapted from Naresh Malhotra, ‘A scale to measure self-concepts, person concepts and product concepts’, Journal of Marketing Research, 8 November 
1981, pp. 456-464. 

¢ Adapted from Aron 0’Cass and Kenny Lim, ‘The influence of brand associations on brand preference and purchase intention: An Asian perspective on 
brand associations’, Journal of International Consumer Marketing, 14(2/3), 2002, pp. 41-72. 

“ Aron O’Cass and Hmily Frost, ‘Status brands and brand associations’, Australian New Zealand Marketing Academy Conference Proceedings, Melbourne, 
2002, (eds) Robin Shaw, Steward Adam and Heath McDonald, pp. 1381-1388. 

® Aron O’Cass and Thomas Muller, ‘A study of Australian materialistic values, product involvement and self-image/product-image congruency relation- 
ships for fashion clothing’, The Ninth Biennial World Marketing Congress, Academy of Marketing Science, 1999, pp. 402-404. 


CHAPTER 4 Consumer personality and self-concept > 121 


images individuals may hold of themselves. The original scale contains 20 items and can be used to assess self- 
concept and product-concept. Self-image product-image congruency can also be used to assess global images 
and study the discrepancy between self and products or brands. For example, Table 4.11 shows a more contem- 


porary measure of self-image product-image congruency adapted from the work of Joseph Sirgy. 


THE EXTENDED SELF 


The relationship between consumers’ self-images and their possessions (i.e. objects they call their own) is an 
exciting topic for consumer research. Specifically, consumers’ possessions can be seen to define, confirm or extend 
their self-images. For instance, acquiring a desired or sought-after racing bicycle might serve to expand or enrich 
Mary’s image or ‘self’. Mary might now see herself as being more competitive, more fit and more successful, 
because she has added the bicycle to her inventory of self-enhancing possessions. Consumers have also been 
found to use products to help them through transitional periods in their life. When a consumer is going from 
high school to university there are some negative psychological consequences that accompany the transition. 
Consumers often use possessions from the past or new possessions that reflect the past to ease the transition.°® 

The above examples suggest that much human emotion can be connected to valued possessions. In such 
cases, possessions can be considered extensions of the self.°? It has been proposed that possessions can extend 
the self in a number of ways: 


i Actually, by allowing the person to do things that otherwise would be very difficult or impossible to accom- 
plish (e.g. problem solving using a computer). 

i Symbolically, by making the person feel better or ‘bigger (e.g. receiving an employee award for excellence 
or driving an expensive and ‘sexy’ car). 

l By conferring status or rank (e.g. status among collec- 
tors of rare works of art because of the ownership of a ; FIGURE 4.10 Ad appealing to - extended self 
particular masterpiece). Ce 


i By conferring feelings of immortality, by leaving valued Salita i 
possessions to young family members (this also has brunette. 7 
the potential of extending the recipients’ ‘selves’). y 

i By conferring magical powers (e.g. a ring inherited 
from one’s grandmother might be perceived as a magic 
amulet bestowing good luck when it is worn, or any 


good luck charm). 


The ad in Figure 4.10 for Brilliant Brunette™ appeals Cas 4 
to aspects of the self-concept, focusing on the extended —- Expose your glamorous side. 
; , Your Stunning, luminous, 
self with such copy as ‘Expose your glamorous side, 


your stunning, luminous, Brunette Goddess side’, which BRUNETTE GODDESS r 


encourages the consumer to use the brand to communi- 


cate information about their self-concept. The ad in 
Figure 4.11 suggests that the brand can affect our confi- 
cence in self. 


A LTERING THE SELF Introducing Brilliant Brunette: 


the first shampoo, conditioner and styling line just for brunettes 


Be a litte more stare-worthy. Illuminate your full range of brunette - amber 


So metimes consumers wish to change the ] iselves—to to maple, chestnut to espresso - without changing the color that makes you 
a stunning brunette. Show off your highlights. Get multi-dimensional shine. 
Brilliant Brunette. Expose your goddess side. 


become a different or ‘improved’ self. Clothing, grooming —swwjoinntieda.com 


aids and all kinds of accessories (e.g. cosmetics, jewellery) Source: Courtesy of Kao Brands. 
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Brand usage helps boost confidence in self 


it's almost this easy to erase scars and bruises with Hirudoid. 


bP dak te < milicy. ei acacNtise em apa Dae Ble Po ela ee Pe eae 2 ge te POPE Lae: 
Mirudoid is widely used to speed up the healing of bruises — up to 50% faster. 


5 fers : fi ia fated 4 
3 Ene gIOa News 1aSS Mas 2 


Res 


Piehit 2 ype pease ing oC ee ig i toe Sag a ot 
SCIEN HC AanY Groever. AVvVavabie wy Obarmyacit 
; 


For a free sample please call 1800 653 373, 


Always read the label, Use only as directed. If symptoms persist see your healthcare professional Accelerates your body's healing 
ASMI/9748-08/04 ambecommartcaions 


Source: Courtesy of Key Pharmaceuticals. 


offer consumers the opportunity to modify their appearance and thereby to alter their self-image. In using 
‘self-altering products’, consumers are frequently attempting to express their individualism or uniqueness by 
creating a new self, maintaining the existing self (or preventing the loss of self) or extending the self (modi- 
fying or changing the self). 
Altering one’s self, particularly 


one’s appearance or body parts, can Altering one’s self, particularly one’s appearance or 


be accomplished by cosmetics (see body parts, can be accomplished by cosmetics 


Figure 4.12), hair restyling or colour- 
ing, switching from eye glasses to 
contact lenses (or the reverse) or 


undergoing cosmetic surgery.°! By 


YOU'RE JUST 8 WEEKS AWAY 
FROM YOUNGER-LOOKING HANDS 


using these options, it is possible to 


create a ‘new’ or ‘improved’ person. 


Introducing Anew Retinol Hand Complex 


] l ll : When a simple hand cream is no longer enough ... 
Some peop e€ a SO Ca upon lmage Choose one proven to visibly reduce the appearance of ‘age spots’ 
and skin discolourations. 

. . One that wall visibly improve skin's surface texture, tone and smoothness. 
Cc O nsultants to a chieve an appropri- One that will make cuticles look smoother, your nails more resistant to breaking 
Choose one with the skin care science that will make your hands look 
years younger in just 8 weeks. 
Anew Retinol Hand Cream contains the proven skin care technology of Retinol, 
the purest form of Vitamin A. time released by patented Microsponge ™ 
technology for even better, faster results. 


ate and mutually agreed upon self- 


The unretouched photos below prove it. 
So don't let your hands show their age. Treat them to 
Anew Retinol Hand Complex today. 


image.°* Image consultants provide 
clients with advice on such personal ee re 
attributes as clothing, colour, 


presentation, appearance, posture, 


speaking and media skills. 


AVON 


the comoory to women 
oo 


For a free Brochure. or information on becomng a Representative, 
please call 1800 SS 2866 or 0200 232 889 (New Zealand) 


BRAND PERSONALITY 


Whilst the focus above is on human 


personality, we often also talk in — Source: Courtesy of Avon. 
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terms of brand personality. That inanimate objects such as brands can be associated with human characteris- 
tics is now quite widely accepted amongst consumer researchers. Consumers tend to ascribe various descrip- 
tive ‘personality-like’ traits or characteristics—the ingredients of brand personalities—to different brands in 
a wide variety of product categories. For instance, in the United Kingdom, Foster's brand is associated with 
Australia. According to those watching the beer industry, ‘Australia is seen as “the land of sunshine and plenty” 
and the ideal place to live’. For UK consumers, Australia equals ‘great attitude, great life, great beer’. Recent 
campaigns for Foster's have used Australian comedians Roy Slaven and HG Nelson to communicate ‘the witty, 
optimistic “no worries” Australian attitude to life’, and is not dissimilar to the use of original brand spokesman 
Paul Hogan who single-handedly invented the laid-back, blunt-speaking attitude. 

Although human and brand personalities may have similar structures, they are formed differently. Human 
personality traits are inferred by a human’s behaviour, physical characteristics, attitudes, beliefs and demo- 
graphic characteristics.© Brand personality is inferred by the set of human characteristics typical of the user 
of the brand, or the brand’s endorsers. The traits of the people associated with the brand are transferred to the 
brand.** Brand personality is also inferred by the advertising style, price, brand name or logo.® Research has 
identified that the ‘Big Five’ for the brand may differ from the ‘Big Five’ associated with human personality. 
Brand personality can be explained by aspects such as sincerity, excitement, competence, sophistication and 
ruggedness. Recently, brand personality has been used to examine the preferences and purchase intentions of 
eastern and western brands of fashion clothing. It was found that brand personality of a fashion clothing brand 
could be explained by five broad personality characteristics including excitement, sincerity, sophistication, 

competence and ruggedness. The study also showed 


that the personality assigned to a brand was strongly 
FIGURE 4.13 | Maserati positions the desirable related to preference and purchase intention of specific 
personality trait of ‘independence’ brands.®” 


Along these lines, marketers in the car industry 
have often chosen to market their product by posi- 
tioning favourable personality traits within an image 
developed in advertisements. The car is portrayed, not 
as a car, but rather as an extension of the personality 
of the targeted consumer group. Maserati (Figure 4.13) 
uses the desirable personality trait of ‘independence’. 
The ad challenges the consumer to ‘Be your own knight 
in shining armour’. It is clear that Maserati is not trying 
to sell the consumer a car per se, but rather a desirable 


personality and identity. 


BE YOUR OWN KNIGHT IN SHINING ARMOUR 


The new Maserati 3200GT. 370hp V8 twin turbo 4 seater coupe. To arrange a private vie 


ivy Boat AALES: VORA: sULERS CANE MATH AUSTRALE CASSIE RS OUST ALIAS Hav ZoR PR 
Modena Concessionaires . Lance DixonPrestige - JohnCantMotors Prestige Formula Barbagallo Sport Continental CarServices 
East Sydney Richmond Toowong Frewville Osborne Park Newmarket 
02-9360 1155 03-9429 8000 07-3377 3777 08-8338 7755 08-9242 4546 +64 9 526 6940 


Source: Courtesy of Maserati. 
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CASE STUDY 4.1 


Involvement, Self-Concept and Murdoch Magazines 

Michael Edwardson, School of Marketing, Victoria University 

Walk into any newsagency and you can’t fail to be immediately struck by the hundreds of magazines on offer, 
everything from lifestyle, sport and recreation, business and investment, to fashion, entertainment, motoring 
and computers. 

Each year sees the launch of new titles, targeted at seemingly more and more segmented audiences. Whilst 
some succeed over the long term, eventually becoming part of people’s lives, others often fail within months, 
failing to attract circulation and advertising revenue. The experience that readers have with the magazine such 
as being ‘relevant and useful’, ‘grabs me visually’ or ‘inspires me’ is critically important.®® 

You may have your own favourite magazines that you subscribe to, buy each week or month, or that you 
regularly browse through at the newsagency. 

Now imagine yourself as a brand manager or advertiser trying to make the decision about which magazine 
to advertise in. All of a sudden how people relate to the magazine becomes all-important. How do they read 
it? Do they skim through it? Do they read the advertisements as extensions of the editorial, or are the ads 
totally unconnected to the content of the stories? 

At Murdoch Magazines, such questions have been central to the success of their publications. As publish- 
ers of some of the leading circulation titles in Australia: Marie Claire, Better Homes and Gardens, Men’ Health, 
they are committed to increasing reader involvement with their magazines. 

Involvement is a theoretical concept with which any student of consumer behaviour would be more than 
familiar. At Murdoch Magazines, however, involvement is more than just theory. It is central to the company 
vision and the strategy of their publications. 


Our readers are hungry for information to make decisions—and most importantly they are ready to act on this 
information. What a powerful environment for advertisers! ... Murdoch Magazines are therefore dedicated to 
service journalism. Service journalism is about building a strong magazine/reader relationship by helping consumers 
do things that, in one way or another enrich their lives—as opposed to magazines that primarily seek to enter- 
tain, provide light relief, pictures, gossip or unattainable dreams—Matt Handbury, Chairman, Murdoch Magazines 


Murdoch Magazines pays strong attention to ongoing research to assess their connection to the consumer. 
As part of their program of research they recently commissioned a consumer psychology study to explore in 
depth the whole platform of involvement. This comprised a unique combination of consumer behaviour 
and the latest techniques from experimental social psychology. 

This particular study was focused on assessing experimentally how involvement could be measured through 
the link between self-concept and the reader’s magazine. If the magazine is indeed central to people’s lives 
then it stands to reason that it should also be linked to a person’s sense of self and hence the way they relate 
to the magazine. 

Such questions involve not only understanding consumer and social psychology but also necessitate the 
use of valid and reliable procedures and measures. 

The research team used a multi-method approach which comprised, amongst other techniques, two instru- 
ments: The Personal Involvement Inventory’? and The Implicit Association Test.” 

The Personal Involvement Inventory is a 20-item scale that is one of the most cited in the consumer behav- 
iour literature.” 

The Implicit Association Test is an exciting new technique in social cognition that measures implicit or 
unconscious associations through a reaction time task. You can visit the Implicit Association Test website at 
<https:/Amplicit.harvard.edu/implicit> and read more about the technique, see other research studies and also 
conduct the test yourself. It is especially useful in testing for self-concept related associations. 
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In the research into magazine involvement, respondents were 78 female readers (25-44 years of age) who 
regularly read both Better Homes and Gardens and Women’ Weekly (having bought three to four out of the last 
six issues). Half had a slight preference for Women’s Weekly and half had a slight preference for Better Homes 
and Gardens. In other words they read both magazines regularly. It was a conservative test of the concepts 
because if anything the possibility of there being any differences was minimised. Women’s Weekly was chosen 
as the comparison magazine as it is the highest circulation monthly women’s magazine. Better Homes and 
Gardens is the circulation leader in the Lifestyle magazine category. 

The methodology used a within-subjects repeated measures design. Respondents were recruited over the 
telephone and invited to attend a central location research session. They completed the computer based IAT 
test first and then moved on to the paper and pencil Involvement Inventory. They were ‘blind’ to the purpose 
of the research and the researchers were not present during the experimental procedure. 

Although there were other tests used and many more relationships investigated, there were three key 
hypotheses that were tested: 


1. Readers should have significantly higher involvement with Better Homes and Gardens than Women’ Weekly, 
as measured by the Personal Involvement Inventory. This was not because they didn’t like Women’ Weekly 
or that it wasn’t fun to read, but because Better Homes and Gardens was related more to taking action and 
doing things in one’s life. Previous research had indicated that Better Homes and Gardens was read as a 
source for information whilst Women’s Weekly was read more for entertainment/enjoyment. 

2. Readers would have faster IAT reaction times for the association between their self-concept and Better 
Homes and Gardens than for their self-concept and Women’s Weekly. This was because what people do to 
make their lives better is more related to their sense of self or their striving to express their ideal self- 
concept. The research team called this Identity Involvement. People should therefore be quicker overall at 
reacting to ‘Me and Better Homes and Gardens’ associations in the IAT test, and slower to reacting to ‘Me 
and Women’s Weekly’. 

3. Faster IAT scores should be significantly associated with higher involvement scores. This is a fundamen- 
tal test of the convergent validity of the two related constructs, and methodologies. 


Let’s look at the results. 
Firstly which magazine were readers more involved with as measured by the Personal Involvement Inventory? 
Figure 4.14 below shows the 95% Confidence Intervals for the mean Involvement scale scores for both 
magazines. 


There was a significant difference (p = .025) be- 


FIGURE 4.14 | Personal involvement scores: Better 
Homes and Gardens and Women’s 


Weekly 


tween the mean scores for Better Homes and Gardens 
and Women’ Weekly. The readers in the study enjoyed 


both magazines, yet they felt significantly more 
involved with Better Homes and Gardens. 

Looking at the results of the Implicit Association Test 
we can see from Figure 4.15 that readers who preferred 
Better Homes and Gardens had significantly faster average 
response times for ‘Me and Better Homes and Gardens’ 
associations than they did for ‘Me and Women’ Weekly’ 
(p = .038). These reaction times are measured in milli- 
seconds. The readers who preferred Women’s Weekly had 
faster response times for ‘Me and Women’ Weekly’ than 
they did for ‘Me and Better Homes and Gardens’ as would 


95% Confidence Interval 


be expected. The response times for Better Homes and 
Gardens were, however, faster overall as predicted. 
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Furthermore Women’ Weekly preference readers did eee 
not distinguish between their preferred and non- IAT reaction time scores 
preferred magazines as strongly as Better Homes and 
[|] BHG+me 
(| WW+me 


Gardens preference readers did. We can attribute this 


slow 


difference between the preference groups to the fact 
that BHG preference readers are more strongly identity 
involved with BHG. 

The association between the IAT reaction times and 
the Involvement Inventory was (r = 0.32, p = .005) for 
Women’ Weekly and (r = 0.35, p = .002) for Better 
Homes and Gardens. In other words people’s implicit 


Reaction time 


fast 


Magazine preference 


association between their self-concept and the _ Note: Faster scores indicate closer associations. 

magazine (identity involvement) was significantly 

related to their stated personal involvement with the magazine. Whilst the two methods measure two differ- 
ent constructs in quite different ways, they are obviously conceptually related. 

Putting the Murdoch Magazines ‘Involvement platform to a scientific experimental consumer psychology 
test supported the foundation of their strategy of service journalism. Readers were more personally involved with 
Better Homes and Gardens and this involvement was reflected in their unconscious self-concept associations. 

Further data collected in the complete project indicated that this stronger personal and identity involve- 
ment with Better Homes and Gardens also translated into spending more time reading the magazine and a 
greater likelihood of trying new ideas and purchasing from the magazine. 

The research shows how the concepts derived in consumer behaviour research and the related discipline 
of social psychology have direct relevance to the real world of publishing. Next time you browse through 
those magazines in the newsagent or read the stories and look at the ads, think how involved its readers are. 
Think about how they read the editorial content and the advertisements and whether the editorial and ads 
connect to the reader's self-concept. It could be a crucial business decision to an advertiser. 


The research team for the project: Michael Edwardson, School of Marketing, UNSW; Professor Ladd Wheeler, 
School of Psychology, UNSW; Dr Kipling Williams, School of Psychology, UNSW; Cassandra Govan, School 
of Psychology, UNSW; Deborah Davis, Strategic Consultant, Murdoch Magazines; Ada Giaquinto, Research 
Manager, Murdoch Magazines; Kate Maloney, Senior Researcher, Murdoch Magazines. 

Special thanks to Professor Anthony Greenwald at Washington University for permission to use the IAT 
test, and Mark Day, Managing Director, Surveytalk for the fieldwork management. 


Note: For further research into magazines and reader involvement visit the Magazine Publishers of Australia 


website at <www.magazines.org.au>. 


_ Study Questions 
. Why should involvement be related to advertising in magazines? If you were an advertiser what would be 

the advantages of a service journalism based magazine? 

2. What are some problems in explicit (paper and pencil) methods to measure self-concept and associations 
with it? What is the benefit of the IAT approach? (visit the website to learn more about it). 

3. How would involvement and self-concept relate to advertising in other media? 

What sorts of products and services advertising would be suited to entertainment-based magazines and why? 

5. What sorts of magazines do you read and why? Which ones are you more involved with and which ones 


= 


are more representative of who you are or who you would like to be? 
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CASE STUDY 4.2 


Four-on-the-Floor 

At one time, the typical purchaser of an automobile with a manual transmission was an individual who wanted 
to save money on his car (an automatic transmission can sometimes add more than $1000 to the price of the 
car) or wanted better gasoline mileage (manual transmissions usually offer slightly better gas mileage). Today, 
though, the buyer of a manual-transmission vehicle is most likely to be an affluent, college-educated male at 
least 45 years of age. It has been written that ‘driving a stick shift reflects a preoccupation with authenticity 
and the unrefined... that provides its own cachet in our plastic, materalistic society’. The driver of 


a manual-transmission car is also saying to the world ‘I would rather drive the car than have the car drive 


y) 


me. 


Research results also reveal that owners of cars with manual transmissions are more likely than the average 


US consumer to cook from scratch, do their own financial planning, and engage in ‘solo’ leisure activities, 


such as jogging and skiing. They also like to make their own bread and pasta and prefer buying foods that 


require more work (e.g. they brew coffee rather than spoon out instant coffee). 


Source: Michael J. Weiss, ‘Feel of the road, American Demographics, March 2001, pp. 72-73. 


Case Study Question 


1. Considering the discussion of trait theory in Chapter 4, which traits do you believe owners of manual 


transmission vehicles might score higher or lower on than the general US population? 


Summary 


Personality may be described as an amalgam of the psycho- 
logical characteristics that both determine and reflect how 
we respond to our environment. Although personality tends 
to be consistent and enduring, it may change abruptly in 
response to major life events, as well as gradually over time. 

Three theories of personality are prominent in the study 
of consumer behaviour: Freudian theory, and neo-Freudian 
and trait theory. Freud’s psychoanalytic theory provides the 
foundation for the study of motivational research, operating 
on the premise that human drives are largely unconscious 
in nature and serve to motivate many consumer actions. 

Neo-Freudian theory focuses on personality types. 
Consumer researchers are interested in four pairs of person- 
ality types: sensing—intuiting, thinking—feeling, extroversion— 
introversion and judging—perceiving. Each pair of dimen- 
sions reflects two distinctly different personality character- 
istics which influence consumer responses to the world 
around them. 
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Trait theory is a major departure from the qualitative or 
subjective approach to personality measurement. It postulates 
that individuals possess innate psychological traits (neuroti- 
cism, extroversion, openness to experience, agreeableness and 
conscientiousness) to a greater or lesser degree, and that these 
traits can be measured by specially designed scales. Because 
personality inventories are simple to use and score, and can 
be self-administered, they are the preferred method for many 
researchers in the assessment of consumer personality. 

Each individual has a perceived self-image (or multiple 
self-images) as a certain kind of person with certain traits, 
habits, possessions, relationships and ways of behaving. 
Consumers frequently attempt to preserve, enhance, alter 
or extend their self-image by purchasing products or 
services and shopping at stores believed to be consistent 
with the relevant self-image, and by avoiding products and 
stores that are not. 


Discussion questions 


i 


Although no two individuals have identical personali- 
ties, how would you explain the fact that personality is 
sometimes used in consumer research to identify 
distinct and sizeable market segments? 

Contrast the main characteristics of the following 
personality theories: 

(a) Freudian theory 

(b) Neo-Freudian theory 

(c) Trait theory. 

In your answer, illustrate how each theory is applied to 
the understanding of consumer behaviour. 

Describe trait theory. Give five examples of how person- 
ality traits can be used in consumer research. 

How can a marketer of cameras use the research 
findings that its target market consists primarily of 
(a) inner-directed or other-directed consumers, and 
(b) consumers who are high (or low) on innovativeness? 


Describe the type of promotional message that would 


Exercises 


be most suitable for each of the following personality 

market segments and give an example of each: 

(a) highly dogmatic consumers 

(b) inner-directed consumers 

(c) consumers with high optimum stimulation levels 

(d) consumers with a high need for recognition 

(e) consumers who are visualisers vs consumers who 
are verbalisers. 

Is there likely to be a difference in personality traits 

between individuals who readily purchase foreign-made 

products and those who prefer Australian-made 

products? How can marketers use the consumer ethno- 

centrism scale to segment consumers? 

A marketer of health food is attempting to segment its 

market on the basis of Australian consumers’ self-image. 

Describe the four types of consumer self-image and 

discuss which one(s) would be most effective for the 


stated purpose. 


1. 


How do your clothing preferences differ from those of 
your friends? What personality differences might 
explain why your preferences are different from those of 
other people? 

Find three print advertisements based on Freudian person- 
ality theory. Discuss how Freudian concepts are used in 
these ads. Do any of the ads ‘personify’ a brand? If so, how? 


Key terms 


3. 


ai 


Find three print ads based on trait theory. Discuss how 
traits are used in the ads. 

Administer the items from the materialism scale (listed 
in Table 4.8) to two of your friends. In your view, are 
their consumption behaviours consistent with their 


scores on the scale? Why, or why not? 


actual self-image (p. 120) 

brand personality (p. 124) 
cognitive personality traits (p. 110) 
compulsive consumption (p. 116) 


consumer ethnocentrism (p. 117) 


consumer innovativeness (p. 107) 
dogmatism (p. 107) 

ego (p. 100) 

expected self-image (p. 120) 
extended self (p. 122) 

fixated consumption behaviour (p. 115) 
id (p. 100) 

ideal self-image (p. 120) 

ideal social self-image (p. 120) 
inner-directed consumers (p. 108) 
materialism (p. 115) 


multiple self (p. 120) 

need for cognition (p. 110) 

optimum stimulation levels (OSLs) (p. 109) 
other-directed consumers (p. 108) 
personality (p. 99) 

psychoanalytic theory of personality (p. 100) 
single-trait personality test (p. 105) 

social character (p. 108) 

social self-image (p. 120) 

superego (p. 100) 

trait (p. 104) 

trait theory (p. 104) 

variety seeking (p. 110) 

verbalisers (p. 110) 

visualisers (p. 110) 
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As diverse individuals, we all tend to see the world in our own special way. Four people can view the same 
advertisement and react in entirely different ways. One person may barely notice yet another car ad on TV; 
another will watch with rapt attention because they have just bought this model; while a third will notice the 
safety features of the car; and the fourth only the pretty model driving the car. For each individual, the ad that 
was experienced was a personal phenomenon, based on that person’s needs, wants, values and personal expe- 
riences. ‘Reality’ to each of us is merely our perception of what is ‘out there’, of what has taken place. We act 
and react on the basis of our perceptions, not on the basis of objective reality (i.e. reality as recorded by a camera). 

Perception involves three vital processes of interest to marketers. The first is sensation, which defines the 
stimuli in our environment that we are capable of processing (e.g. is the advertising message too faint to 
hear?); the second is selection in terms of those stimuli (such as advertising) that we pay attention to; the 
third is interpretation in which we make sense of the stimuli we have processed (e.g. does that new brand 


appear to be high quality?). 


» Elements of perception 


Perception is defined as the process by which an individual receives, selects and interprets stimuli to form a mean- 


ingful and coherent picture of the world. A stimulus is any unit of input to any of the senses. The study of 
perception is largely the study of what we add to, or subtract from, raw sensory inputs to produce our own 
private picture of the world. Perception is so basic a function that we usually take it for granted without 


conscious examination of how it occurs. 


SENSATION 


Sensation is the immediate and direct response of the sensory organs to simple stimuli (an advertisement, a 
package, a brand name). Sensory receptors are the human organs (eyes, ears, nose, mouth and skin) that 
receive sensory inputs. Their sensory functions are to see, hear, smell, taste and feel movement. Examples of 
stimuli (i.e. sensory input) include products, packages, jingles, scent strips, brand names, advertisements and 
commercials. Human sensitivity refers to the experience of sensation. Sensitivity to stimuli varies with the 
quality of our sensory receptors (e.g. eyesight or hearing) and the amount or intensity of the stimuli to which 
we are exposed. For example, a blind person may have a more highly developed sense of hearing than the 
average sighted person and may be able to distinguish sounds that the average person cannot. Smell is the sense 
most closely linked to memory. For example, the disinfectant Pineocleen has a very evocative smell. 

Sensation itself depends on energy change or differentiation of input. A perfectly bland or unchanging 
environment, regardless of the strength of the sensory input, provides little or no sensation at all. Thus, a 
person who lives on a busy street in inner Sydney would probably receive little or no sensation from the inputs 
of such noisy stimuli as rumbling trucks, the swoosh of cars and clatter of passing trains, since such sounds 
are so commonplace. One truck more or less would never be noticed. In situations where there is a great deal 
of sensory input, the senses do not detect small intensities or differences in input. 

As sensory input decreases, however, our ability to detect changes in input or intensity increases, to the 
point that we attain maximum sensitivity under conditions of minimal stimulation. This accounts for the 
statement: ‘It was so quiet I could hear a pin drop.’ It also accounts for the increased attention given to a 
commercial that appears alone during a program break, or to a black-and-white advertisement in a magazine 
full of four-colour advertisements. This ability of the human organism to accommodate itself to varying levels 
of sensitivity as external conditions vary not only provides more sensitivity when it is needed, but also serves 


to protect us from damaging, disruptive or irrelevant bombardment when the input level is high. 
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THE ABSOLUTE THRESHOLD 


The lowest level at which we can experience a sensation is called the absolute threshold. The point at which 
we can detect a difference between ‘something’ and ‘nothing’ is our absolute threshold for that stimulus. To 
illustrate, the distance at which a driver can first detect a specific advertising hoarding on the highway is based 
on that individual’s absolute visual threshold. Two people riding together may first notice the hoarding at 
different distances; thus, they appear to have different absolute thresholds. Australian advertisers have exper- 
imented with very short TV commercials, some as short as one second, close to the absolute threshold in a 
cluttered environment.! 

Under conditions of constant stimulation, such as driving through a ‘corridor of hoardings, the absolute 
threshold increases (i.e. the senses tend to become increasingly dulled). After an hour of driving past adver- 
tising hoardings, it is doubtful that any one of them will make much of an impression. Hence we often speak 
of ‘getting used to’ a hot bath, a cold shower, the bright sun, or even the smells and sounds of a Bangkok 
street. In the field of perception, the term adaptation refers specifically to ‘getting used to’ certain sensations, 
becoming accommodated to a certain level of stimulation. 

Sensory adaptation is a problem experienced by many TV advertisers during special programming events, 
such as the Olympic games. For example, with many brilliantly executed commercials all competing with one 
another as well as with the Olympic games themselves for viewer attention, often no one commercial will 
stand out from all the rest. Advertisers use a variety of attention-seeking devices to attract attention, such as 
periods of silence,* loud noises and contrasting colours.’ It is because of adaptation that advertisers tend to 
change their advertising campaigns regularly. They are concerned that consumers will get so used to their 
current print ads and TV commercials that they will no longer ‘see’ them; that is, the ads will no longer provide 
sufficient sensory input to be noted. For this reason, advertisers often try to vary the execution of their adver- 
tising to maintain impact. Australian research by Max Sutherland indicates that some advertisers have over- 
reacted to this problem, by having far too many executions and too few repetitions.* 

In an effort to cut through the advertising clutter and ensure that consumers note their ads, some marketers 
try to increase sensory input. Table 5.1 shows some examples. Cadbury once bought all the advertising space 
(hoardings) at a railway station in Australia (Richmond, Victoria) to ensure that commuters would notice its 
Cherry Ripe ads. Some marketers seek unusual or technological media in which to place their advertisements 
in an effort to gain attention. Examples of such media include small monitors attached to shopping carts that 
feature actual brands in TV shows and in movies, individual TV screens (placed in the back of the seat ahead) 
on airplanes, and monitors integrated into the above-the-door floor indicators on elevators. Some have adver- 
tised their products on bus shelters; others have used parking meters and shopping trolleys; still others pay 
to have their products appear in movies, TV soaps or lifestyle programs. Fragrance marketers often include 
fragrance samples in their direct mail and magazine advertisements, while stores, particularly food stores, now 
pay particular attention to their smell environment. A stale-smelling fish shop or a scrumptious yeasty smell 
at a bakery both convey important quality messages. American researchers have shown that waiting times 
and time spent in-store appeared shorter in stores using an ambient scent.’ A new-car spray gives used vehicles 
the smell of new plastic and carpeting. A ‘fresh linen’ scent has been added to a line of plastic garbage bags 
to make consumers feel ‘healthy and clean’.° Some Australian market research companies, such as Colmar 
Brunton, specialise in sensory research aimed at systematic studies of how consumers process the sensory 
quality of services and products. 

Companies often use a number of techniques to appeal to the consumer. Figure 5.1 (page 138) depicts 


the use of increased sensory input to support the product's advertising claim. 
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Advertisers’ attempts to increase sensory input 


Magazine inserts 
¢ Aramis introduced its new men’s Havana fragrance using a scent strip.? 


¢ In the US, Proctor & Gamble used a ‘scratch and sniff’ sticker in ads for Gain detergent to evoke the perception of sun- 
dried clothes.” 


¢ Rolls-Royce put the aroma of leather upholstery on a scent strip in Architectural Digest.® 

¢ Absolut vodka magazine advertisements contained microchips that played ‘ingle Bells’ and ‘Santa Claus is Coming to Town’ © 
Toyota bound 3-D spectacles into magazine ads for Corolla cars.° 
Revlon and Estee Lauder offer eye shadow and blusher samples bound into fashion magazines.° 
Proctor & Gamble included a sample of its line extension ‘Pert Plus for Kids’ within Woman’s Day.‘ 

Point-of-sale displays 

¢ Kiwi developed a supermarket mini-terminal to give consumers information about shoe care. 

e Major video stores show excerpts of videos for hire. 


¢ Inthe US, Kraft used an electronic kiosk which responded to consumers’ questions by printing out recipes that call for 
Kraft products, along with a discount coupon for Kraft ingredients. Nabisco used cereal displays which emitted the smell 
of fresh strawberries. Orville Redenbacher packaged popcorn in packets designed to resemble videos for sale in video 
libraries.® 


Interactive computers are programmed to give consumers advice about which do-it-yourself paint products to use. 
In-store videos give consumers the sense of what products will be like, in use. 


Sources: 

a. New Woman, November 1994. 

. Michael deCourcy Hinds, ‘Finding new ways to make smell sell’, New York Times, 23 July 1988, p. 52. 
. Bernice Kanner, ‘Special effects’, New York, 19 September 1988, p. 28. 

. 31 October 1994. 

. Bernice Kanner, ‘Trolling in the aisles’, New York, 16 January 1989, p. 12. 
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THE DIFFERENTIAL THRESHOLD 


The minimal difference that can be detected between two stimuli is called the differential threshold, or the 
just noticeable difference (j.n.d.). A 19th-century German scientist, Ernst Weber, discovered that the just 
noticeable difference between two stimuli was not an absolute amount, but an amount relative to the inten- 
sity of the first stimulus. Weber's law, as it has come to be known, states that the stronger the initial stimulus, 
the greater the additional intensity needed for the second stimulus to be perceived as different. 

For example, if the price of a car increased by $100, it would probably not be noticed (i.e. the increment 
would fall below the j.n.d. It may take an increase of $200 or more before a differential in price would be 
noticed. However, a $1 increase in the price of a litre of petrol would be noticed very quickly by consumers 
because it is a significant percentage of the initial (i.e. base) cost. 

According to Weber's law, an additional level of stimulus equivalent to the j.n.d. must be added for the 
majority of people to perceive a difference between the resulting stimulus and the initial stimulus. Weber's 
law holds for all the senses (e.g. for sight and sound) and for almost all intensities.’ 

Let us say that a manufacturer of silver polish wishes to improve the product sufficiently to claim that it 
retards tarnish longer than the leading competitive brand. In a series of experiments, the company has determined 
that the j.n.d. for its present polish, which now gives a shine that lasts about 20 days, is five days, or 25% longer. 
That means that the shine given by the improved silver polish must last at least 25% longer than that of the 
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present polish if it is to be perceived by the majority of 


FIGURE 5.1 


Depicts the use of increased 
sensory input to support the 
product’s advertising claim 


users as, in fact, improved. By finding this j.n.d. of five 
days, the company has isolated the minimum amount of 


time necessary to make its claim of ‘lasts longer’ believ- 
able to the majority of consumers. If the company had 
decided to make the silver polish effective for 40 days, it 
On your own, you can see Flustralia, would have sacrificed a good deal of repeat purchase 


Tut if you'd also like to use your other four senses, 


frequency. If it had decided to make the polish effective 


you ll have to go with us. 


for 23 days (just three extra days of product life), its claim 
of ‘lasts longer’ would not be perceived as true by most 
consumers. Making the product improvement just equal to 
the j.n.d. thus becomes the most efficient decision that 
management can make. 

The j.n.d. has other uses in setting prices. For 
example, discounts on fast-moving consumer goods 
(FMCG) are often framed as percentages rather than 
specific amounts (e.g. a 10% discount on a 60¢ item 
sounds bigger than a 6¢ saving). Similarly, price increases 
can be framed as small, insignificant changes (electricity 
price rises will cost the average family only an extra 25¢ 
a day, rather than $90 a year). 


Marketing applications of the j.n.d. 


Weber's law has important applications for marketing. 


Manufacturers and marketers endeavour to determine 
Source: Courtesy of Globus. the relevant j.n.d. for their products for two very differ- 


ent reasons: 


1. so that negative changes (e.g. reductions in product size, increases in product price, or reduced quality) 
are not readily discernible to the public (they remain below the j.n.d.); 

2. so that product improvements (such as improved or updated packaging, larger size, lower price) are readily 
discernible to consumers without being wastefully extravagant (ie. they are at or just above the j.n.d.). 


For example, because of rising costs, many manufacturers are faced with the choice of increasing prices or 
reducing the quantity of the product offered at the existing price. An Australian favourite, Cherry Ripe, has 
done both. Over the past 40 years, it has increased in price many times and altered its weight a number of times. 
Because a chocolate bar is relatively inexpensive to begin with, price increases are very noticeable, so decreas- 
ing the size of such a product to just under the j.n.d. is a simpler strategy for product producers. 

Manufacturers who choose to reduce the quality of their products also try to ensure that product changes 
remain just under the point of noticeable difference. For example, when the price of coffee beans goes up, coffee 
processors often downgrade quality by using inferior beans, up to but not including the j.n.d., the point at which 
the consumer will notice a difference in taste. Another example: to meet current nutritional concerns, a number 
of food processors have adjusted their recipes to substitute unsaturated fats for the animal fats and coconut 
and palm oils previously used, with the intention of keeping any differences in taste under the j.n.d. 

A number of well-known food companies have ‘downsized’ their packaging—that is, decreased the package 


size or even maintained the package size but decreased the contents. For example, in 1999 Australian producers 
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of light beer reduced the contents of small bottles by . 
35-45 ml, while maintaining the price. Despite the fact Sequential changes in the Redhead 


that the adjusted quantity was listed on the package 
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label, most consumers would be unlikely to notice it 


BRYMAY 


SAFETY MATCHES 


the AUST RALY 


BRYMAY 


because the package size remained similar. (For further 


discussion of this issue, see Chapter 17.) 

Marketers often want to update existing packaging ‘ovisoseatceinn 
without losing the ready recognition of consumers who 
have been exposed to years of cumulative advertising 
impact. In such cases, they usually make a number of 
small changes, each carefully designed to fall below the 


j.n.d., so that consumers will not perceive the brand 


to be different. For example, that great Australian 


product symbol, Redhead matches, has had four main 1971 


redheads since the product was introduced in 1946, Source: Courtesy of Swedish Match Australia. 
along with some hundreds of variations to interest 
collectors. As Figure 5.2 shows, the brand remains 
identifiable, though the redhead face and hairstyle 


Revitalised over time (around a 


core idea) 
changed to keep the matchbox contemporary.® The 


name ‘Redhead’ was originally coined to symbolise the 1974 
red striking head of the match. Brand names often 
undergo a similar subtle transition to avoid customer 
alienation and remain contemporary. Figure 5.3 illus- 
trates how Holden Ltd did this. 


Lexmark International, Inc., which bought the 


office supplies and equipment line from the Interna- 


tional Business Machine Corporation in March 1991, 


agreed to relinquish the IBM name by 1996.” Recog- 


nising the need to build a brand image for Lexmark 


HOLDEN 


while they moved away from the well-known IBM 1948 1994 


name, Lexmark officials planned a four-stage campaign Soiree: Courtesy ot Holdan Lid 
for phasing in the Lexmark name on products. As 

Figure 5.4 indicates, Stage 1 has only the IBM name; Stage 2 features the IBM name and downplays Lexmark; 
Stage 3 features the Lexmark name and downplays IBM; Stage 4 features only the Lexmark name. 

In 1997, Pepsi in the United States updated its packaging. Its new cola cans were given a bright royal blue 
look, with the brand Pepsi in white lettering along the length of the can. However, to make sure the public 
perceived continuity, the initial packaging and ads used a lighter blue similar to that of the original can which 
was gradually intensified to the bright royal blue. An interesting example came when the US Coors Brewing 
Company changed its packaging above the j.n.d. by adding the words ‘original draft’ to the label on its Coors 
beer. The new label prompted hundreds of complaints from drinkers who believed the product itself had been 
changed, thus forcing the company to bring back the old label.'° In Australia, Kraft realises it has little oppor- 
tunity to make any change to the label of that Australian icon, Vegemite. 

When it comes to product improvements, marketers very much want to meet or exceed the consumer's 
differential threshold; that is, they want consumers to perceive readily any improvements made in the original 


product. Marketers can use the j.n.d. to determine the amount of improvement they should make in their 
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products. Less than the j.n.d. is wasted effort because the improve- 


FIGURE 5.4 | Gradual change in 


brand below the j.n.d. 


ment will not be perceived; more than the j.n.d. may be wasteful 


because it will reduce the level of repeat sales or cost too much to 
develop. 

On the other hand, when it comes to price increases, less than 
the j.n.d. is desirable because consumers are unlikely to notice it. 
Since many routinely purchased consumer goods are rather inex- 
pensive, companies are reluctant to raise prices when their profit 
margins on these items are declining. Instead, many marketers 
| decrease the product quantity included in the packages, while leaving 
by LEXMARK the prices unchanged—thus, in effect, increasing the per unit price. 
The manufacturer of Huggies reduced the number of diapers in a 
package from 240 to 228 while maintaining the same price; PepsiCo 
IBM LaserPrinter by reduced the weight of one snack food bag by 25 grams (and main- 
LEXM ARK tained the same price),'’ and Sanitarium reduced its Hi-Bran break- 


4039 10R plus fast cereal from 1 kg to 750 g (and only marginally reduced the new 


Stage 3 price). The packages for these products remained virtually 
unchanged. Presumably, the decreases in the number of items or 
weight of these products reflect j.n.d.-focused research; the reduc- 


tions in quantity were below most consumers’ j.n.d. for these 


Laser Printer 
Stage 4 products. 


LEXMARK. »> Subliminal perception 


barrenk ioga In Chapter 3 we spoke of people being motivated ‘below their level 


Source: Courtesy of Lexmark International Inc. of conscious awareness’. People are also stimulated below their 

level of conscious awareness; that is, they can perceive stimuli 
without being consciously aware of the stimuli in question. The threshold for conscious awareness or 
conscious recognition appears to be higher than the absolute threshold for effective perception. Stimuli that 
are too weak or too brief to be consciously seen or heard may nevertheless be strong enough to be perceived 
by one or more receptor cells. This process is called subliminal perception because the stimulus is beneath 
the threshold, or ‘limen’, of awareness, though obviously not beneath the absolute threshold of the receptors 
involved. (Perception of stimuli that are above the level of conscious awareness is called supraliminal percep- 
tion.) 

Subliminal perception created a great furore in the late 1950s, when it was reported that consumers were 
being exposed to subliminal advertising messages that they were not aware of receiving. These messages 
purportedly were persuading people to buy goods and services without being aware of why they were moti- 
vated to do so. The effectiveness of so-called subliminal advertising was repeatedly tested at a drive-in movie 
in New Jersey, where the words ‘eat popcorn’ and ‘drink Coca-Cola’ were flashed on the screen during the 
movie.'* Exposure times were so short that viewers were unaware of seeing a message. It was reported that, 
during the 6-week test period, popcorn sales increased by 58% and Coca-Cola sales by 18%. However, no 
scientific controls were used, and researchers were never able to replicate the results. Indeed, the cinema owner 
where the ‘research’ took place was later reported as saying the study was a fabrication.!* This controversy 
prompted studies that gave some support to the notion that individuals could perceive below the level of their 


conscious awareness, but found no evidence that the subliminal stimulation influenced purchase intentions. !+ 
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Every decade or so, some incident seems to revive interest in the subject, despite a lack of any substantial 
evidence. Reviews of literature!’ in the mid-1990s suggested that research has followed two theoretical 
approaches. The first hypothesises that the constant repetition of very weak (i.e. sub-threshold) stimuli has 
an incremental effect that enables such stimuli to build response strength over many presentations. Some 
evidence does exist for the efficacy of this approach, but only under a limited set of circumstances that would 
be too expensive or impractical in an advertising context.'© The second theory proposes that subliminal sexual 
stimuli arouse unconscious sexual motivations. This is the theory behind the use of sexual embeds in print 
advertising. Embeds were defined as disguised stimuli not readily recognised by readers, that are ‘planted’ in 
print advertisements to persuade consumers to buy the products. It was alleged, for example, that liquor adver- 
tisers try to increase the subconscious appeal of their products by embedding sexually suggestive symbols in 
ice cubes floating in a pictured drink. However, research showed no evidence that these methods worked.!” 
Figure 5.5 contains a spoof sending up such an approach. 

Several experiments into the effectiveness of subliminal messages in television commercials concluded that 
it would be very difficult to use the technique on television; that even if the messages had some influence, they 
would be far less effective than supraliminal messages and would probably interfere with consumers’ process- 
ing of brand names.'® 

Many marketers and many consumers continue to believe that subliminal persuasion works.!° Self-help 
audio cassettes are built on this premise. Consumers 


have been buying these tapes to the tune of millions of _ 
Borrowing from the subliminal 


message format to appeal to the 
consumer 


dollars a year in the belief that they can learn a foreign 
language, break a bad habit, improve their willpower 
or their memory, or take any of a thousand roads to 


self-improvement. The tapes play relaxing music (or 
the sound of ocean waves) and contain subliminal 
messages not perceptible to the ear but supposedly 
recognisable to the subconscious mind. Most of the 
tapes come with a written script of the subliminal 
messages (e.g. ‘I chew slowly’; ‘I eat less’; ‘I am capable’; 
‘l act decisively’).*° Department stores incorporate 
subliminal messages in musical sound-tracks played 
on their public address systems to motivate employ- 
ees and discourage shoplifting. Subliminal messages, 
such as ‘Iam honest’, ‘I won't steal’, ‘Stealing is dishon- 
est’, have been reported to bring about cuts in shoplift- 
ing and inventory shrinkage.’! 

In summary, while there is some evidence that 
subliminal stimuli may influence affective reactions, 
there is no evidence that subliminal stimulation can 
influence consumption motives or actions. As to 
sexual embeds, most researchers are of the opinion 
that ‘What you see is what you get’; that is, a vivid 
imagination can see whatever it wants to see in just 


about any situation, including any illustration. That 


wr: Awa eered Adeettnary Auyies 


very much sums up the whole notion of perception: 
individuals see what they want to see (e.g. what they — Source: Courtesy of American Association of Advertising Agencies. 
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are motivated to see) and what they expect to see. In general, it is hard enough to cut through the clutter of 
competing advertising without taking the considerable risk that your expensive advertising will not be noticed 
or understood. 

In Australia, subliminal television advertising was originally banned.’ It is now prohibited under the 
Commercial Television Industry Code of Practice, which prohibits the use of ‘any technique which attempts 
to convey information to the viewer by transmitting messages below or near the threshold of normal aware- 


ness’.”? (See also Chapter 17.) 


»> The dynamics of perception 


The preceding section explained how we receive sensations from stimuli in the outside environment, and how 


the human organism adapts to the level and intensity of sensory input. We now come to one of the major 
principles of perception: raw sensory input by itself does not produce or explain the coherent picture of the 
world that most adults possess. 

Human beings are constantly bombarded with stimuli during every minute and every hour of every day. 
The sensory world is made up of an almost infinite number of discrete sensations which are constantly and 
subtly changing. According to the principles of sensation, such heavy intensity of stimulation should ‘turn 
off’ most individuals, who would subconsciously block the receipt of such a heavy bombardment of stimuli. 
Otherwise the billions of different stimuli to which we are constantly exposed might serve to confuse us totally 
and keep us perpetually disoriented in a constantly changing environment. However, neither of these conse- 
quences tends to occur, because perception is not a function of sensory input alone. Rather, perception is the 
result of two different kinds of inputs that interact to form the personal pictures, the perceptions, that each 
individual experiences. 

One type of input is physical stimuli from the outside environment; the other type of input is provided by 
individuals themselves in the form of certain predispositions (e.g. expectations, motives and learning based 
on previous experience). The combination of these two very different kinds of inputs produces for each of us 
a very private, very personal picture of the world. Because each person is a unique individual, with unique expe- 
riences, wants, needs, wishes and expectations, it follows that each individual's perceptions are also unique. 
This explains why no two people see the world in precisely the same way. 

We are very selective as to which stimuli we ‘recognise’; we organise the stimuli we do recognise subcon- 
sciously according to widely held psychological principles, and we give meaning to such stimuli (i.e. we inter- 
pret them) subjectively in accordance with our needs, expectations and experiences. Let us examine in more 


detail each of these three aspects of perception: selection, organisation and interpretation of stimuli. 


PERCEPTUAL SELECTION 


Consumers subconsciously exercise a great deal of selectivity about which aspects of the environment—that 
is, the stimuli—they will perceive. An individual may look at some things, ignore others, and turn away from 
still others. In total, people actually receive—or perceive—only a small fraction of the stimuli to which they 
are exposed. 

Consider, for example, shoppers in a supermarket. They may be exposed to over 20 000 products of differ- 
ent colours, sizes and shapes: to perhaps 100 people (looking, walking, searching, talking); to smells (from 
fruit, meat, disinfectant, people); to sounds within the store (cash registers ringing, Muzak, shopping trolleys 
rolling, air conditioners humming, and staff sweeping, mopping aisles, stocking shelves); to sounds from 


outside the store (planes passing, cars tooting, tyres squealing, children shouting, car doors slamming). Yet 
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they manage on a regular basis to visit their local supermarket, select the items they need, pay for them with 
EFTPOS, use a FlyBuys card and leave, all within a relatively brief time, without losing their sanity or personal 
orientation to the world. This is because they exercise selective perception. 

Which stimuli get selected depends on two major factors, in addition to the nature of the stimulus itself: the 
consumers’ previous experience as it affects their expectations (what they are prepared, or ‘set’, to see) and their 
motives at the time (needs, desires, interests, and so on). Each of these factors can serve to increase or decrease 
the probability that the stimulus will be perceived. 


Nature of the stimulus 

Marketing stimuli include an enormous number of variables that affect the consumer's perception, such as 
the nature of the product, its physical attributes, package design, brand name, advertisements and commer- 
cials (including copy claims, choice and sex of model, positioning of model, size of ad and typography), 
position of a print ad or time of a commercial, and the editorial environment. 

In general, contrast is one of the most attention-compelling attributes of a stimulus. Advertisers often use 
extreme attention-getting devices to achieve maximum contrast and thus penetrate the consumer's perceptual 
screen. For example, a growing number of magazines and newspapers are carrying ads that readers can unfold 
to reveal oversized, poster-like advertisements for products ranging from cosmetics to cars, because of the 
‘stopping power of giant ads among more traditional sizes.** 

However, advertising does not have to be unique to achieve a high degree of differentiation; it simply has 
to contrast with the environment in which it is run. 


The use of lots of white space in a print advertisement, Illustrates the attention-getting 


nature of white space in an 
advertisement 


the absence of sound in a commercial’s opening scene, 


a 60-second commercial within a string of 15-second 


spots, all offer sufficient contrast from their environ- 
ment to achieve differentiation and merit the consumers 
attention. Figure 5.6 illustrates the attention-getting 
nature of white space in an advertisement. 

In an effort to achieve contrast, advertisers are also Colour attracts. 
using splashes of colour in black-and-white print ads 
to highlight the advertised product (see Figure 5.7, 
page 145, which highlights the Panadol brand). 

With respect to packaging, astute marketers usually 
try to differentiate their packaging sufficiently to ensure 
rapid consumer perception, as the average package on 
the supermarket shelf has only a brief time to make an 
imipression on the consumer. According to Max Suther- 
land, ‘56 per cent of all buying episodes fell into the 
category of “simple locating behaviour” ’.*? It is there- 
fore important that every aspect of the package—name, 
shape, colour, label and copy—provides sufficient 
sensory stimulation to be noted and remembered. 


Hallmark Cards, Inc. has used a colour-coded system | 
LG's G7020 colour screen mobile. Stylishly designed, with superior polyphonic @ L G 
to help consumers find the greetings cards they want. ring tones and a large, high definition colour screen. You may find you have nie 


more friends to call. For details see your Telstra store or visit www.ige.com.au Life's Good 


General and humorous cards are grouped under a re en ee Ee ee 
turquoise band, while new-baby cards are marked by Source: Courtesy of LG Electronics Australia Pty Ltd. 
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a mint-green band. Duracell batteries have introduced a similar system whereby different battery sizes are 
colour-coded to assist consumers in making their product selection. One distinct colour is assigned to identify 
each different battery size. For instance, AA batteries are coded yellow, AAA batteries are coded green, while 
D-sized batteries are coded purple. 

Sometimes advertisers capitalise on the lack of contrast. A technique that has been used effectively in TV 
commercials is to position the commercial so close to the story line of a program that viewers are unaware they 
are watching an ad until they are well into it. In the case of children’s programming, there are limitations on 
the use of this technique. TV stars or cartoon characters, such as Hi-Five, are prohibited from promoting 
products during children’s shows in which they appear. 

Advertisers are producing 30-minute commercials (called infomercials) that appear to the average viewer 
as documentaries, and thus command more attentive viewing than obvious commercials would receive. Adver- 
tisers are also running print ads (called advertorials) which so closely resemble editorial material that it has 
become increasingly difficult for readers to tell them apart. Restaurant reviews in suburban newspapers some- 


times resemble advertisements. 


Expectations 

People usually see what they expect to see, and what they expect to see is usually based on familiarity, previous 
experience or preconditioned set. In a marketing context, people tend to perceive products and product attrib- 
utes according to their own expectations. A man who has been told by his friends that a new brand of Scotch 
has a bitter taste will probably perceive the taste to be bitter; a teenager who attends a horror movie that has been 
billed as terrifying will probably find it so. On the other hand, stimuli that conflict sharply with expectations 
often receive more attention than those that conform to expectations. For example, Figure 5.8 attracts viewer 
attention because it shows multiple people with the same face, an image in sharp contrast to a person’s expecta- 
tion of what to see at the dinner table. For years, certain advertisers have used blatant sexuality in advertisements 
for products to which sex was not relevant. They believed such advertisements would attract a high degree of atten- 
tion; however, such ads often defeated their purpose because readers tended to remember the sexual content (e.g. 
the girl), but not the product or brand. Nevertheless, advertisers continue to use erotic appeals in promoting a 
wide variety of products, from office furniture to jeans. 

In services, expectations of quality will affect how a service is perceived. Marketers will seek to manage 
expectations so that customers are not dissatisfied. For example, a person buying a first-class airline seat will 
expect a larger seat, high levels of personal service and good food. A consumer in ‘cattle class’ will not expect 
such service, yet be satisfied with what they get. Occasionally, airlines may exceed expectations by providing 
ar upgrade or some extra service, delighting their customers. Service providers need to be careful to control 
expectations. ‘Extra’ services, if frequently provided, will come to be expected and consumers may be dissat- 


ishied when they are not provided. 


Motives 

People tend to perceive things they need or want; the stronger the need, the greater the tendency to ignore 
unrelated stimuli in the environment. A woman interested in a portable computer is more likely to notice and 
to read carefully ads for computer laptops than her neighbour, who doesn’t use a computer. In general, there 
is a heightened awareness of stimuli that are relevant to our needs and interests, and a decreased awareness 
of stimuli that are irrelevant to those needs (see Figure 5.9, page 146). Our perceptual process simply attunes 
itself more closely to those elements of the environment that are important to us. Someone who is hungry 
looks for, and more readily perceives, restaurant signs; a sexually repressed person may perceive sexual symbol- 


ism where none exists. 
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FIGURE 5.7 | The use of black & white and colour FIGURE 5.8 


attracts attention to highlight the 
advertised product 


The unexpected attracts attention 
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Choose from six delicious dinner kits inspired by the flavours of 


the world. Available in the Asian section of your supermarket. A Taste for Adventure. 


READ THE 
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a = Source: © 2004 General Mills. Reproduced with permission of General 
Source: Courtesy of GlaxoSmithKline Australia Pty Ltd. Mills. Developed by George Patterson Partners. 


Marketing managers recognise the efficiency of targeting their products to the perceived needs of consumers. 
In this way, they help to ensure that their products will be perceived by potential prospects. The identifica- 
tion of perceived consumer needs has a number of different applications. For example, marketers can deter- 
mine through marketing research what consumers consider to be the ideal attributes of the product category, 
or what consumers perceive their needs to be in relation to the product category. The marketer can then 
segment the market on the basis of these needs and vary the product advertising so that consumers in each 


segment will perceive the product as meeting their own specific needs, wants and interests. 


Important selective perception concepts 
As the preceding discussion illustrates, the consumer's ‘selection’ of stimuli from the environment is based on 
the interaction of expectations and motives with the stimulus itself. These factors give rise to a number of 


important concepts concerning perception. 


ll Selective exposure. Consumers actively seek out messages they find pleasant or with which they are sympa- 
thetic, and actively avoid painful or threatening ones. Thus, heavy smokers avoid articles that link ciga- 
rette smoking to cancer. Instead, they note (and even quote) the relatively few articles that deny the 
relationship. Consumers also selectively expose themselves to advertisements that reassure them of the 
wisdom of their purchase decisions. 

ll Selective attention. Consumers exercise a great deal of selectivity in terms of the attention they give to 
commercial stimuli. They have a heightened awareness of the stimuli that meet their needs or interests 
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f FIGURE 5.9 | Needs trigger selective perception 


ANOTHER WORD 


Source: Courtesy of American Association of Advertising Agencies. 


FOR FREEDOM OF CHOICE. 


and a lower awareness of stimuli irrelevant to 
their needs. Thus, they are likely to note ads 
for products that would satisfy their needs or 
for stores with which they are familiar, and 
disregard those in which they have no interest. 
People also vary in terms of the kind of infor- 
mation they are interested in, and the form of 
message and type of medium they prefer. Some 
people are more interested in price, some in 
appearance, and some in social acceptability. 
Some people like complex, sophisticated 
messages; others like simple graphics. 

Perceptual defence. Although somewhat 
controversial, some psychologists continue to 
claim that people may subconsciously screen 
out stimuli that are important for them not to 
see, even though exposure has already taken 
place.*° Furthermore, we may unconsciously 
distort information that is not consistent with 
our needs, values and beliefs. One way to 
combat perceptual defence is to vary and 
increase the amount of sensory input. For 
example, since most smokers no longer pay 
attention to the written warning labels on ciga- 
rette packs, Canada and Brazil now require 
tobacco firms to feature graphic health 
warnings on cigarette packaging. One such 


warning shows a damaged brain and warns 


about strokes, and another shows a limp cigarette and states that tobacco can cause impotence.*’ Similar 


graphic imagery is proposed for Australian cigarette packaging.”® 


i Perceptual blocking. Consumers protect themselves from being bombarded with stimuli by simply ‘tuning 


out’, blocking such stimuli from conscious awareness. Research shows that enormous amounts of adver- 


tising are screened out by consumers; they mentally tune out because of the visually overstimulating nature 


of the world in which we live.’? This perceptual blocking-out is somewhat akin to the mechanical ‘zapping’ 


of commercials using the TV remote control. 


PERCEPTUAL ORGANISATION 


We do not experience the numerous stimuli we select from the environment as separate and discrete sensa- 


tions; rather, we tend to organise them into groups and perceive them as unified wholes. Thus, the perceived 


characteristics of even the simplest stimulus are viewed as a function of the whole to which the stimulus 


appears to belong. This method of organisation simplifies life considerably for us. 


The specific principles underlying perceptual organisation are often referred to by the name given to the 


school of psychology that first developed it, Gestalt psychology. (Gestalt in German means pattern or configu- - 


ration.) Three of the most basic principles of perceptual organisation are figure and ground, grouping and closure. 


146 PART 2 The consumer as an individual 


Figure and ground 
As noted earlier, stimuli that contrast with their environment are more likely to be noticed. A sound must be 
louder or softer, a colour brighter or paler. The simplest visual illustration consists of a figure on a ground 
(i.e. background). The figure is usually perceived clearly because, in contrast to its ground, it appears to be 
well defined, solid, and in the forefront. The ground, however, is usually perceived as indefinite, hazy and 
continuous. The common line that separates the figure and the ground is perceived as belonging to the figure 
rather than to the ground, which helps give the figure greater definition. Consider the stimulus of music. 
People can either ‘bathe’ in music or listen to music. In the first case, music is simply background to other 
activities; in the second, it is figure. Figure is more clearly perceived because it appears to be dominant; in 
contrast, ground appears to be subordinate and therefore less important. 

People have a tendency to organise their perceptions into figure-and-ground relationships. However, learning 
affects which stimuli are perceived as figure and which as ground. We are all familiar with the reversible figure- 
ground pattern, such as the picture of the woman in Figure 5.10. How old would you say she was? Look 
again, very carefully. Depending on how you perceived figure and how you perceived ground, she can be either 
in her early twenties or her late seventies. 

Like perceptual selection, perceptual organisation is affected by motives and by expectations based on 
experience. For example, how a reversible figure-ground pattern is perceived can be influenced by prior 
pleasant or painful associations with one or the other element in isolation. The consumer's physical state can 
also affect how he or she perceives reversible figure-ground illustrations. For example, a short time after the 
destruction of the World Trade Center on 11 September 2001 by hijacked airplanes, a university professor 
came across an ad for Lufthansa (Germany’s national airline) that featured a flying plane, photographed from 
the ground up, between two glass high-rise buildings. Rather than focusing on the brand and the plane (i.e. 
the ‘figure’), all the viewer could think about was the two tall glass towers in the background (i.e. the ‘ground’), 
and the possibility of the jet crashing into them. When 
the professor presented the ad to her students, many (reune 5.0 | Figure-ground reversal 
expressed the same thoughts. Clearly, this figure— 
ground reversal was the outcome of the painful events 
that occurred on 11 September 2001. 

Advertisers have to plan their advertisements care- 
fully to make sure that the stimulus they want noted 
is seen as figure and not as ground. The musical back- 
ground must not overwhelm the jingle; the background 
of an advertisement must not detract from the product. 
Some print advertisers often silhouette their products 
against a white background to make sure that the 
features they want noted are clearly perceived. Others 
use reverse lettering (white letters on a black back- 
ground) to achieve contrast; however, they must be 
careful to avoid the problem of figure-ground reversal. 
Figure 5.11 shows an ad for Domestos that cleverly 
uses the figure-ground effect to highlight the product. 


Marketers sometimes run advertisements that 
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cation of which is figure and which is ground. In some 
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Absolut vodka print ads, the figure is not very clearly 


FIGURE 5.11 | Use of figure and ground effect to 
highlight the wea 


delineated against its ground, but readers are condi- 
tioned to look for the shape of the Absolut bottle, which 
is usually cleverly hidden in the ad. The resulting 


audience participation produces more intense scrutiny. 
Figure 5.12 invites the reader to find the bottle in the 
ad. Sony adopts a similar technique in combination with 
the use of white space to highlight the product in a 
repetitive and symbolic manner in Figure 5.13, inviting 
the consumer to find the footprints (or ‘walkman’) in 


the advertisement. 


Grouping 

Individuals tend to group stimuli automatically so that 
they form a unified picture or impression. The percep- 
tion of stimuli as groups or chunks of information, rather 
than as discrete bits of information, facilitates their 
memory and recall. Grouping can be used advanta- 
geously by marketers to imply certain desired meanings 
in connection with their products. For example, if an 
: f , advertisement for coffee shows a young man and woman 
vac dtl en ote en, in a friendly, country town setting, the grouping of 


Source: Used with the permission of Unilever Australasia. stimuli by proximity leads the consumer to associate the 


FIGURE 5.12 Consumers must work to distinguish the Absolut figure from the ground 


Source: Under permission by V&S Vin & Sprit AB (publ). Absolut country of Sweden vodka aid logo, 2 Rens Absolut bottle ica and Absolut ileal 
are trademarks owned by V&S Vin & Sprit AB (publ). © 2004 V&S Vin & Sprit AB (publ). 
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drinking of coffee with romance, fine living and ee 
Increasing audience participation to 


attract attention 


warmth. 


Most of us can remember and repeat our telephone 


numbers because we automatically group them into 
chunks rather than ten separate numbers. For example, 
mobile phone numbers are typically grouped into one 
chunk of four followed by two chunks of three. We 


find it easy to hear the numbers if they are grouped in 
this expected way, but have difficulty when people use 
some other way of chunking information to give their 


number. 


Closure 
Individuals look for closure. They express this need 
by organising their perceptions so that they form a 


complete picture. If the pattern of stimuli to which 


they are exposed is incomplete, they tend to perceive 
it nevertheless as complete; that is, they consciously 
or subconsciously fill in the missing pieces. Thus, a 
circle with a section of its periphery missing will invari- 
ably be perceived as a circle and not as an arc. The need 


for closure is also seen in the tension an individual 


experiences when a task is incomplete, and the satis- | 
faction and relief that come with its completion. epee gages ce soe ienceninie pees sete 

A classic study, reported in 1972, found that ‘ce: Courtesy of Sony. 
incomplete tasks may be remembered more readily than complete tasks. One explanation for this phenom- 
enon is that the person who begins a task develops a need to complete it. If he or she is prevented from 
doing so, a state of tension is created that manifests itself in improved memory for the incomplete task (the 
Zeigernik effect). Hearing the beginning of a message leads to the development of a need to hear the rest of 
it, like waiting for the second shoe to drop.*° The resulting tension leads to improvement in memory for 
that part of the message that has already been heard. One marketer reported several instances of ‘concept 
closure’, in which viewers reacted to background cues by ‘filling in’ more information than the commercial 
provided.*! For example, a commercial for a US brand of bacon showed a close-up of bacon frying in an 
iron skillet while a voice-over in a deep cowboy twang said what fine bacon it was. Beneath the laid-back 
delivery was the sound of a harmonica playing a soft, mournful cowboy tune. A telephone survey conducted 
24 hours later found that people remembered far more than the simple ad had shown them. One respon- 
dent recalled bacon frying on a campfire with cowboys sitting around; another recalled horses standing in 
the background and the light of the campfire reflecting on the faces of the cowboys eating bacon. The viewers 
filled in the story ‘painted’ by the background cues, in effect creating their own more effective, more memo- 
rable commercial. 

The need for closure has some interesting implications for marketers. The presentation of an incomplete 
or incorrect advertising message ‘begs’ for completion or correction by consumers. The very act of comple- 
tion and/or correction serves to involve them more deeply in the message itself. In a related vein, advertisers 
have discovered that they can achieve excellent results by using the soundtrack of a frequently shown tele- 


vision commercial on radio. Consumers who are familiar with the TV commercial perceive the audio track alone 
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as incomplete; in their need for completion, they mentally play back the visual content as well. Consumer 
participation in the communication process can make it far more effective. 

In summary, it is clear that perceptions are not equivalent to the raw sensory input of discrete stimuli or 
to the sum total of discrete stimuli. Rather, people tend to add to or subtract from stimuli to which they are 
exposed according to their expectations and motives, using generalised principles of organisation based on 
Gestalt theory. 


PERCEPTUAL INTERPRETATION 


The preceding discussion has emphasised that perception is a personal phenomenon. We exercise selectivity 
as to which stimuli we perceive, and organise these stimuli on the basis of certain psychological principles. 
The interpretation of stimuli is also uniquely individual, since it is based on what we expect to see in light of 
our previous experience, on the number of plausible explanations we can envisage, and on our motives and 
interests at the time of perception. 

Stimuli are often highly ambiguous. Some stimuli are weak because of such factors as poor visibility, brief 
exposure, high noise level or constant fluctuation. Even stimuli that are strong tend to fluctuate dramatically 
because of such factors as different angles of viewing, varying distances and changing levels of illumination. 
Consumers usually attribute the sensory input they receive to sources they consider most likely to have caused 
the specific pattern of stimuli. Past experiences and social interactions may help to form certain expectations 
that provide categories or alternatives that we use in interpreting stimuli. The narrower our experience, the 
more limited the access to alternative categories. 

When stimuli are highly ambiguous, we usually interpret them in such a way that they serve to fulfil 
personal needs, wishes, interests, and so on. It is this principle that provides the rationale for the projective 
tests discussed in Chapter 3. Such tests provide ambiguous stimuli (such as incomplete sentences, unclear 
pictures, untitled cartoons and ink blots) to respondents who are asked to interpret them. How a person 
describes a vague illustration, what meaning the individual ascribes to an ink blot, is a reflection not of the 
stimulus itself, but of the subject’s own needs, wants and desires. Through the interpretation of ambiguous 
stimuli, respondents reveal a great deal about themselves. 

How close our interpretations are to reality, then, depends on the clarity of the stimulus, our past experi- 


ences and our motives and interests at the time of perception. 


Distorting influences (Perceptual distortion] 
Individuals are subject to a number of influences that tend to distort their perceptions; some of these are 


discussed below. 


Physical appearance People tend to attribute the qualities they associate with certain people to others who may 
resemble them, whether or not they consciously recognise the similarity. For this reason, the selection of 
models for advertisements can be a key element in their ultimate persuasiveness. Studies on physical appear- 
ance have found that attractive models are more persuasive and have a more positive influence on consumer 
attitudes and behaviour than average-looking models; attractive men are perceived as more successful busi- 
nessmen than average-looking men. Some research suggests that models influence consumers’ perceptions of 
physical attractiveness, and through comparisons, their own self-perceptions.°* Recent research indicates that 
merely choosing a highly attractive model may not increase message effectiveness. One study revealed that 
highly attractive models are perceived as having more expertise regarding enhancing products (e.g. lipstick, 
perfume) but not regarding problem-solving products (e.g. products that correct beauty flaws such as acne or 
dandruff).** Therefore, advertisers must ensure that there is a rational match between the product advertised 
and the physical attributes of the model used to promote it. 
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Stereotypes We tend to carry ‘pictures’ in our minds of the meanings of various kinds of stimuli. These stereo- 
types serve as expectations of what specific situations or people or events will be like, and are important deter- 
minants of how such stimuli are subsequently perceived. For example, Megan Gale’s Australian tourism ads 
for the Italian market build on various national stereotypes. Similarly, Paul Hogan’s tourism ads for the American 
market built on these stereotypes, with a humorous Australian overtone. In another example, an ad for Benetton 
featured two men—one black and one white—handcuffed together. This was part of the ‘united colors of 
Benetton’ campaign promoting racial harmony. This advertisement produced a public outcry globally because 
people perceived it as depicting a white man arresting a black man.°* Clearly, this perception was the result 
of stereotypes, since there was nothing in the ad to indicate that the white person was arresting the black 


person rather than the other way around. 


Irrelevant cues When required to form a difficult perceptual judgment, consumers often respond to irrelevant 
stimuli. For example, many high-priced cars are purchased because of their colour, or luxury options like 


retractable headlights or leather upholstery, rather than on the basis of mechanical or technical superiority. 


First impression First impressions tend to be lasting; yet, in forming such impressions, the perceiver does not 
yet know which stimuli are relevant, important or predictive of later behaviour. With great effect, a shampoo 
commercial used the line ‘You’ll never have a second chance to make a first impression’. Because first impres- 
sions are often lasting, introducing a new product before it has been perfected may prove fatal to its ultimate 
success, because subsequent information about its advantages, even if true, will often be negated by memory 


of its early failure. 


Jumping to conclusions Many people jump to conclusions before examining all the relevant evidence. For 
example, the consumer may hear just the beginning of a commercial message and draw conclusions regard- 
ing the product or service being advertised on the basis of such limited information. For this reason, copy- 
writers are careful to place their most persuasive arguments early in the ad. A recent study found that most 
consumers do not read the volume information on food labels. They also purchase packages that they believe 
contain greater volume, whether or not this is actually so. For example, consumers perceived elongated pack- 
aging to contain more volume than round packaging.*’ The study found a positive correlation between perceived 
product volume and consumption. Thus, the products inside packages that were perceived to hold more 
volume when purchased were also consumed faster after the purchase. Clearly, these findings have important 


implications for package design, advertising, and pricing. 


Halo effect Historically, the halo effect has been used to describe situations in which the evaluation of a single 
object or person on a multitude of dimensions is based on the evaluation of just one or a few dimensions (e.g. 
a man is trustworthy, fine and noble because he looks you in the eye when he speaks). Consumer behav- 
iourists broaden the notion of the halo effect to include the evaluation of multiple objects (e.g. a product line) 
on the basis of the evaluation of just one dimension (a brand name or a spokesperson). 

Using this broader definition, marketers take advantage of the halo effect when they extend a brand name 
associated with one line of products to another. Building on the reputation it had gained in marketing inex- 
pensive, reliable, disposable pens, BIC successfully introduced a line of disposable razors under the BIC name. 
Consumers bought the new BIC razor on the basis of their favourable evaluation of the BIC pen. (An exten- 
sion of this phenomenon, stimulus generalisation, is discussed in Chapter 5.) The mushrooming field of licens- 
ing also makes use of the halo effect. Manufacturers and retailers hope to acquire instant recognition and 
status for their products by association with a well-known celebrity or designer name. Cosmetics marketers 


have used female stars like Elizabeth Hurley or Heather Locklear in their ads. 
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The reader may well ask how ‘realistic’ perception can be, given the many subjective influences on percep- 
tual interpretation. It is somewhat reassuring to remember that previous experiences usually serve to resolve 
stimulus ambiguity in a realistic way and help in its interpretation. Only in situations of unusual or changing 


stimulus conditions do expectations lead to wrong interpretations. 


»> Consumer imagery 


Consumers have a number of enduring perceptions, or images, that are particularly relevant to the study of 


consumer behaviour. Chapter 4 discusses consumer self-images; this section examines consumers’ perceived 
images of product categories, brands, retail stores and service and product producers. 

Products and brands have symbolic value and we evaluate them on the basis of their consistency (i.e. 
congruence) with our personal picture of ourself. Some products seem to agree with our self-image; others do 
not. Consumers attempt to preserve or enhance their self-image by buying products they believe are congru- 


ent with that self-image and avoiding products that are not.*° 


POSITIONING AND REPOSITIONING PRODUCTS AND SERVICES 


The image that a product or service has in the mind of the consumer—that is, its positioning—is probably 
more important to its ultimate success than its actual characteristics. Marketers try to differentiate their brands 
by stressing attributes they claim will fulfil the consumer's needs better than competing brands. They strive 
to create a positioning consistent with the relevant self-image of the targeted consumer segment. Most new 
products fail because they are perceived as ‘me too’ offerings that do not offer potential consumers any advan- 
tages or unique benefits over competitive products. 

Marketers of different brands in the same category can effectively differentiate their offerings only if they 
stress the benefits that their brands provide rather than their products’ physical features. The benefits featured 
in a product’s positioning must reflect attributes that are important to and congruent with the perceptions of 
the targeted consumer segment. 

Positioning strategy thus complements the company’s segmentation strategy and selection of target markets. 
It conveys the concept, or meaning, of the product or service in terms of how it fulfils a consumer need. Differ- 
ent consumer meanings (i.e. product images) can be assigned to the same product (or service). Thus, it can 
be positioned differently to different audiences, or it can be repositioned to the same audience, without actually 
being physically changed. Successful positioning results in a distinctive brand image that consumers can rely 
on, affecting both consumer beliefs about brand characteristics and the price the consumer is willing to pay.°’ 
A positive brand image also leads to consumer loyalty, positive beliefs about brand value, and a willingness 
to search for the brand. A positive brand image also promotes consumer interest in future brand promotions 
and inoculates consumers against competitors’ marketing activities. As markets become more crowded and 
services become more complex, a distinctive image is most important. Consumers may rely more on the image 
conveyed by the brand than on its actual attributes. This becomes particularly important for credence and 
experience products where the consumer is unable to evaluate them prior to use because of their intangible 
properties (e.g. health insurance). As a result of successful positioning strategy, consumers carry defined mental 
images of particular brands.’® 

The Guinness Import Company has an overall positioning strategy for its imported brand that creates a 
distinctive product image that places its beer ‘above the fray of competition. Stella Artois*? with its outrageous 
print commercials, and Tooheys Dry with its distinctive advertising, established clear positioning for their 


brands. Foster's, with its worldwide sports promotion, has established an international image for the brand as 
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well as pushing into major new markets such as China. It has also tried to position itself as an innovator in 
the market by introducing new products such as Empire, not just line extensions.*° Worldwide beer produc- 
ers have thus gone to considerable efforts to differentiate their products. 


The major positioning strategies are discussed in the following five sections. 


Umbrella positioning 

This strategy entails creating an overall image of the company around which many products can be featured 
individually. This strategy is appropriate for very large corporations with diversified product lines. For example, 
McDonald’s positioning approaches over the years include “You deserve a break today at McDonald’s’, ‘Nobody 
can do it like McDonald’s can’, and ‘Good times, great taste’. Coca-Cola has produced similar positioning 
strategies with themes including ‘You can’t beat the feeling’, ‘Always Coca-Cola’, ‘Enjoy’ and most recently 


‘Coca-Cola Real’, helping to position the product over the past two decades.*! 


Positioning against the competition 

Visa’s past slogan ‘We make American Express green with envy is a good example of this strategy. The Hertz 
car rental company has run TV ads depicting other car rental companies as lacking in features that Hertz’s 
outlets generally possess, such as proximity to passenger terminals at airports (e.g. ‘Hertz? Not exactly’). 
Despite much legal wrangling, Duracell succeeded in its battle to advertise its slogan ‘Duracell lasts up to 3 
times longer than Eveready Super Heavy Duty (in AA, AAA, C and D sizes only)’. Herron has run a success- 
ful campaign against Panadol and most recently Nurofen with its latest campaigns positioning the brand and 


products as Australian owned and produced.” 


Positioning-based on a specific benefit 

FedEx created its highly reliable service image with the slogan ‘When it absolutely, positively has to be there 
overnight’. Maxwell House Coffee is ‘good to the last drop’. Cadbury Chocolate has ‘a glass and a half [of full 
cream dairy milk]’. These are examples of slogans that smartly and precisely depict key benefits of the brands 
they promote and have effectively positioned these brands in the minds of consumers. There are also many 
examples of products that failed because they were positioned to deliver a benefit that consumers either did 
not want or did not believe. For example, Gillette’s ‘For Oily Hair Only’ shampoo failed because most consumers 
do not acknowledge that they have oily hair. Pepsi’s 1992 ‘Pepsi Crystal’ was a clear, ‘natural’ Pepsi that took 
away all the qualities, including the taste, that consumers liked about Pepsi's drink.** Effective depictions of 


a core benefit often include memorable imagery. 


Finding an ‘unowned’ position 

In highly competitive markets, finding a niche unfilled by other companies is challenging but not impossible. 
A clever approach in finding (or even creating) an ‘unowned’ position was Palmolive’s claim to‘. . . soften 
your hands as you do the dishes’; today, even though many people no longer wash dishes by hand, Palmolive 
positions its dishwashing liquid as ‘tough on grease, soft on hands’. Herron Pharmaceuticals has also found a 
niche in the market place. In a market dominated by Panadol, Herron successfully built on the ethnocentric 
tendencies of consumers by consistently advertising its products as Australian owned and made, and contribut- 


ing to the Australian economy.** 


Filling several positions | 

Because unfilled gaps or ‘unowned’ perceptual positions present opportunities for competitors, sophisticated 
marketers create several distinct offerings, often in the form of different brands, to fill several identified niches. 
For example, among Foster’s major brands, Crown Lager is positioned as the ‘finest premium beer’, Foster's 


Lager as the largest-selling ‘king of beers’, and Redback as the ‘specialty’ brew; the prices of the three brands 
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reflect their images. Panadol’s adult analgesic versions include a number of products for pain relief, such as 
Panadol, Panadeine and Panadeine Forte. Colgate-Palmolive, one of the largest producers of laundry detergents 
(which are actually commodity-like products, since the physical make-up of almost all detergents is largely 
identical) offers consumers such brands as Fab (deeply cleans, softly protects fabrics, and whitens and bright- 
ens clothes), Dynamo (for front loading washers), Cuddly (extra softness and freshness), Sard Wondersoap 
(for pre-treating need and shifting tough stains) and several other detergents.” It would be difficult for a 
manufacturer to penetrate the detergent market with a product that offers a benefit that is not already provided 


by a Colgate-Palmolive brand. 


Product repositioning 
Regardless of how well positioned a product appears to be, the marketer may be forced to reposition it in 
response to market events, such as a competitor cutting into the brand’s market share or too many competi- 
tors stressing the same attribute. For example, rather than trying to meet the lower prices of high-quality 
private-label competition, some premium brand marketers have repositioned their brands to justity their higher 
prices, playing up brand attributes that had previously been ignored. David Jones presents a good example 
where it focused on attaining exclusive deals with fashion designers (e.g. Collette Dinnigan) and various 
suppliers (e.g. Witchery) to achieve a point of distinction from its closest competitor, Myer. To complement 
its service levels, store ambience and range of goods, exclusive offerings allowed David Jones to retain its loyal 
consumers and avoid price wars in the market place.*° 

Firms often adopt a repositioning strategy in order to boost the appeal of their products. Case Study 5.1 
shows how WD-40 in Australia successfully repositioned its product, increasing both awareness and sales. 
Coca-Cola entered the millennium by repositioning its flagship product as a ‘unique taste sensation’ and a 
‘sparkle on your tongue’.*’ Volvo has also sought to reposition its vehicles by adopting the controversial ‘bloody 
Volvo driver’ campaign. While the critics were sceptical about the campaign claiming that it would offend and 
alienate its most loyal drivers,*® the campaign has increased awareness of the Volvo brand, changed consumer 
attitudes and perceptions, appealed to non-traditional and younger potential Volvo drivers and driven up sales.” 

Another reason to reposition a product or service is to satisfy changing consumer preferences. For example, 
when health-oriented consumers began to avoid high-fat foods, many fast-food chains acted swiftly to repo- 
sition their images by offering salad bars and other health-oriented foods. Kentucky Fried Chicken changed 
its well-known corporate name to KFC in order to omit the dreaded word ‘fried’ from its advertising. Weight 
Watchers repositioned its line of frozen foods from ‘dietetic’ to ‘healthy,’ maintaining its diet-thin imagery 
while responding to a perceived shift in consumer values. McDonald's has most recently introduced its Salads 
Plus range in Australia with unprecedented success, appealing to the health-conscious and the older consumer.” 
As birthrates decline and consumers’ preferences for more gentle and pure products emerge, Johnson & 
Johnson repositioned its baby lotion, powder, and shampoo as products for grown-ups. One of the most 
successful product repositioning is the promotion of bi-carbonate soda as a standard household item for clean- 
liness and purity by showing it used as a refrigerator deodoriser, toothpaste (when combined with water), 


household cleaner and cooking raising agent. 


Perceptual mapping 
The technique of perceptual mapping helps marketers to determine just how their products or services appear 
to consumers in relation to competitive brands, on one or more relevant characteristics.’ It enables them to 
see gaps in the positioning of all brands in the product or service class, and to identify areas in which consumer 
needs are not being adequately met. 

Figure 5.14 shows the outcome of such a study, based on Australian consumers.** From this research, a 


producer of iced coffee may discover that consumers perceive its product (DD) to be very similar to product 
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FIGURE 5.14 | Perceptual map for an Australian iced coffee study 
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Source: Rachel Kennedy, Christopher Riquier and Byron Sharp, ‘Putting correspondence analysis to use with categorical data in market research’, in 
Ken Grant and lan Walker (eds), Proceedings of the Seventh Bi-Annual World Marketing Congress (Melbourne: Academy of Marketing Science, 1995), 
Vol. VII-III, 14-102 to 14-111. © 1995 Academy of Marketing Science. 


CC but a long way from AA, the brand leader. Repositioning the brand may be difficult. Although there are clear 
gaps, most of these were near to undesirable attributes, such as ‘ugly people’ or ‘fattening’. A repositioned brand 
for ‘women’ and ‘beautiful people’ would be a possibility, through use of advertising. However, to be a large 
seller, the presentation should be aspirational in orientation, appealing to the larger part of the market. 
Perceptual maps can be insightful snapshots of the market at a particular time. However, because of the 


analysis method used, many maps are not good at tracking changes. 


The positioning of services 
Compared with manufacturing firms, service marketers face several unique problems in positioning and promot- 
ing their offerings. These include service characteristics and the importance of the service environment. 
Because services are intangible, image becomes a key factor in differentiating the service from its compe- 
tition. Thus, the marketing objective is to enable the consumer to link a specific image with a specific brand 
name. The Commonwealth Bank logo, by Cato Design, is a clear attempt to brand the service. Many service 
marketers have developed strategies to provide customers with visual images and tangible reminders of their 
service offerings. These include painted delivery vehicles, restaurant matchbooks, packaged hotel soaps and 
shampoos, and a variety of other specialty items. Some financial companies try to associate their services with 
tangible objects. The MLC Company invites consumers to see their savings as a golden nest egg which the 
company will mind. AXA managed to establish its brand in place of the venerable (but weakened) National 
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Mutual brand—by emphasising its strength and sense of innovation. Many service companies feature real 
service employees in their ads (as tangible cues) and some use people-focused themes to differentiate them- 
selves. For example, the Ritz-Carlton promotes its ‘guest experience’ with the corporate motto “We are ladies 
and gentlemen serving ladies and gentlemen’, The Marriott Sydney Harbour positions itself as ‘a different kind 
of five star [with] staff who actually enjoy serving you’. 

Sometimes, companies market several versions of their service to different market segments by using a 
differentiated positioning strategy. However, they must be careful to avoid perceptual confusion among their 
customers. The American Express Company offers its regular (green and the new blue) card to consumers as 
a short-term credit instrument and the prestigious Gold and Platinum cards, with increased services, to the 
affluent cardholder. Financial funds that target affluent consumers focus on estate planning, investments and 
trust funds to maintain an exclusive image; commercial banks stress cash machines and overdraft privileges 
to consumers with more modest financial means. Coles-Myer uses different brand names for its various depart- 
ment stores to achieve a differentiated positioning strategy and avoid confusion by consumers. For example, 
the Myer department store generally targets the affluent consumer, Target department stores generally focus 
on the middle-class consumer whereas the Kmart department store generally targets the consumer with limited 
financial means by positioning itself as ‘cutting the cost of living’. Each of these brands targets a different 
segment, each with its own expectations regarding the service delivered. Although distinct brand names are 
important to all products or services, they are particularly crucial in marketing services due to the abstract and 
intangible nature of many services. For example, names such as Federal Express (later abbreviated to FedEx) 


is an excellent name because it is distinctive, memorable, and relevant to the service it features. 


The service environment 
The design of the service environment is an important aspect of service positioning strategy and sharply influ- 
ences consumer impressions and consumer and employee behaviour.”’ The physical environment is particu- 
larly important in creating a favourable impression for such services as banks, retail stores and professional 
offices, because there are so few objective criteria by which consumers can judge the quality of the services 
they receive. The service environment conveys the image of the service provider, with whom the service is so 
closely linked. Thus, at David Jones stores there is an ambience of quality, but with the possible implication 
of higher prices. 

One study of service environments identified the environmental variables of most importance to customers 


of banks. They included, in order: 


Privacy (ot both a visual and auditory nature), such as enclosed offices, transaction privacy, etc. 
Efficiency and convenience (transaction areas that are easy to find, directional signs, etc.) 


Ambient background conditions (temperature, lighting, noise, music) 


ee i 


Social conditions (the appearance of other people in the bank environment, such as bank customers and 
bank personnel) 


5. Aesthetics (colour, style, use of materials, art works).°* 


Clearly, a favourable service environment creates the perception among consumers that the service itself 


will satisfy their needs more effectively. 


»> Perceived price 
SS a EE 
Flow consumers perceive price—both in terms of the actual amount to be sacrificed and the value to be 


gained—will affect how they evaluate what marketers offer them. If a price is regarded as unfair, cheap, 
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expensive or trivial then purchase intentions will be greatly affected. Consumers will compare themselves 
with others and this may be a problem. For example, people sitting together in an aircraft may have paid a 
range of different prices (FlyBuys flyers for free, people on standby for a low fare and business people at full 
fare). Strategies that reduce price unfairness ultimately enhance perceived value.*> Perceptions of price unfair- 
ness affect consumers’ perceptions of product value and, ultimately, their willingness to patronise a store or a 
service. One study, focused on the special challenges of service industries in pricing intangible products, 
proposed three types of pricing strategies based on the customer's perception of the value provided by the 
purchase (see Table 5.2). 


Three pricing strategies focused on perceived value 


Pricing strategy Provides value by... Implemented as... 


Satisfaction-based pricing Recognising and reducing customers’ perceptions of uncertainty, Service guarantees. 
which the intangible nature of services magnifies. Benefit-driven pricing. 
Flat-rate pricing. 
Relationship pricing Encouraging long-term relationships with the company that Long-term contracts. 
customers view as beneficial. Price bundling. 


Efficiency pricing Sharing with customers the cost savings that the company has Cost-leader pricing. 
achieved by understanding, managing, and reducing the costs 
of providing the service. 


Source: Leonard L. Berry and Yadav S. Manjit, ‘Capture and communicate value in the pricing of services’, Sloan Management Review, Summer 1996, 
pp. 41-51. Reproduced with permission. 


REFERENCE PRICE 


Products advertised as ‘on sale’ tend to create enhanced consumer perceptions of savings and value. Different 
formats used in sales advertisements have differing impacts, based on consumer reference prices. A reference 
price is any price that a consumer uses as a basis for comparison in judging another price. Reference prices 
can be external or internal. Advertisers often try to frame (or depict) the normal price (external reference price) 
as being higher than the sale price, as in ‘Red Spot Specials’ at supermarkets. In contrast, internal reference 
prices are those learned or perceived by the consumer. They include those prices (or price range) retrieved by 
the consumer from memory. They form an internal standard that consumers can use to judge the value of the 
price offered and the credibility of any claim made. Advertised prices (both external reference and sale prices) 
affect consumer learning of internal reference prices.°® For example, when petrol prices increased suddenly 
due to an OPEC-produced shortage of crude oil, consumers soon realised that the previous price range no 
longer applied and shifted their reference prices upwards. 

Several studies have investigated the effects on consumer price perceptions of various types of advertised 
reference prices: implausible low, plausible low, plausible high and implausible high. Implausible low prices are 
‘too good to be true’. A brand new Porsche offered for $10 000 is an example: ‘What's the catch?’ the consumer 
may say. Plausible low prices are well within the range of acceptable prices; plausible high prices are near the 
outer limits of the range but not beyond the realm of believability. As long as the advertised reference price is 
within a given consumer's acceptable price range, it is considered plausible and assimilated. (See assimilation- 
contrast theory in Chapter 7.) If the advertised price is outside the range of acceptable prices (i.e. implausi- 
ble), it will be contrasted and thus will not be perceived as a valid external reference point.?’ Findings show 


that an implausible high reference price can affect both consumer evaluations and the advertiser's image of 
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credibility. By setting the reference price at the highest price recently offered for identical or comparable 
products, the advertiser can enhance consumer perceptions of value while minimising negative effects. 
According to acquisition-transaction utility theory, two types of utility are associated with consumer 
purchases. Acquisition utility represents the consumer's perception of economic gain or loss associated with a 
purchase, and is a function of several cost elements. These include product utility, the price paid and sunk costs 
(including the cost of change). Transaction utility concerns the perceived pleasure or displeasure associated with 
the financial aspect of the purchase and is determined by the difference between the internal reference price 
and the purchase price.?® For example, buying a new TV set at $600 when this is the internal reference 
price carries no transaction utility. Buying the same set at a discount will produce a positive utility, the ‘consumer 
surplus’ described by economists. Research indicates that transaction utility is significant only when the 


consumer is certain about consistency of quality.?° 


TENSILE AND OBJECTIVE PRICE CLAIMS 


The words used to communicate price-related information give consumers cues that can affect their price 
perceptions. Tensile price claims, involving a range of possible discounts (e.g. ‘save up to 60%’, ‘save 10-40%’) 
are used to promote a range of price discounts for a product line, an entire department or even an entire store. 
In contrast to tensile cues, objective price claims provide a single discount level, such as ‘save 25%’. Because 
of the broad range of sale merchandise covered by both types of claim, they can have a greater effect on 
purchasing and store traffic generation than a reference price advertisement for a single product.© 

Consumer evaluations and shopping intentions are least favourable for advertisements stating the minimum 
discount level (‘save 10% or more’). Ads that state a maximum discount level (‘save up to 40%’) either equal 
or exceed the effectiveness of ads stating a discount range (‘save 10-40%’). When different levels of savings are 
aclvertised across a product line, the maximum discount level has been found to be most effective at influencing 
consumers’ perceptions of savings. The width of a tensile claim also affects price perceptions. For broader 
discount ranges, tensile claims stating the maximum level of savings (e.g. ‘up to 40% off’) have more positive 
effects than those stating the minimum level (e.g. ‘at least 10% off’) or the entire savings range (e.g. ‘10-40% 
off’). For narrow discount ranges, those stating the maximum level of discount appeared no more effective than 
the minimum or range claims.°! 

In a related fashion, bundle pricing (the marketing of two or more products in a single package for a 
special price) can affect value perceptions. The additional savings offered directly on the bundle have a greater 
impact on perceived value than savings offered on the bundle’s individual items.°* Bundle pricing is commonly 
used with financial services, cars and mobile phone services. Consumers appear less sensitive to price when 
using credit cards (compared to cash). A related phenomenon is on-line sales where consumers appear less 


price-sensitive than they are in stores.° 


PROSPECT THEORY 


For most consumers, the value of various alternatives on offer is not obvious. As the above examples show, 
the information that consumers pay attention to and the manner of evaluation will affect perceived value. 
Prospect theory attempts to deal with these phenomena. The fundamental point is that all transactions 
involve some form of risk and can be seen as a balance of losses (e.g. monetary sacrifice) and gains (e.g. value 
of products acquired). According to the theory, choices are evaluated in two stages. First, there is an editing 
stage where available information is simplified, with gains and losses assigned according to a reference point, 
usually the status quo. This process of assigning losses and gains is referred to as framing. Then there is an 


evaluation stage where the consumer works out which alternative involves the best value. 
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Marketers attempt to provide consumers with a frame to evaluate what they have on offer. For example, 
the ‘beat the price rise’ advertising ploy suggests to consumers that they will face a loss if they do not buy at 
the current price. Similarly, new car salespeople can often make more money selling accessories for new cars 
(e.g. protection strips, alloy wheels) than they do on the actual car. Here the loss (price paid) by the consumer 
is framed relative to the price of the car itself and seen as a small amount. Discounts are usually shown in 
proportional terms when the monetary value is small (e.g. ‘10% off’) and in monetary terms when they are 
larger (e.g. ‘reduced by $10’). A discount of $5 on a $20 calculator will be more highly valued than a $5 
discount on the price of a $40 000 car. Framing suggests that gains and losses will have a greater impact when 
presented separately.” Assuming price rises are above the j.n.d., it is better to present them in aggregate, while 
gains should be presented individually. 

In general, losses are more keenly felt than gains. Under conditions of gain, consumers tend to become risk- 
averse; under conditions of loss consumers tend to become risk-prone. Gambling behaviour may provide some 
of the clearest examples. When gamblers win, they become increasingly averse to risking all their winnings 
in a single bet. However, when they are losing they are more prone to gamble further to reverse their losses. 
If marketers can reframe their offer as a gain, consumers are more likely to accept it. While there has been some 
criticism of prospect theory,°° it does point to the need for marketers to frame their offerings in a positive, 
though plausible, fashion and to consider consumers’ evaluation of risk. (See also Chapter 14 where the role 


of perceived risk in decision making is discussed.) 


PERCEIVED QUALITY 


Consumers often judge the quality of a product or service on the basis of a variety of informational cues that 
they associate with the product. Some of these cues are intrinsic to the product (or service); others are extrin- 
sic, such as price, store image, service environment, brand image and promotional message. Either singly or 


in composite, these intrinsic and extrinsic cues provide the basis for perceptions of product and service quality. 


Perceived quality of products 
Cues that are intrinsic concern physical characteristics of the product itself, such as size, colour, flavour and 
aroma.°’ In some cases, consumers use physical characteristics to judge product quality—for example, they 
may judge the flavour of ice-cream or cake by colour cues. Even the perceived quality of laundry detergents 
is affected by colour cues. That is why many detergents are blue, with the expectation that housewives will 
associate the colour with the ‘blue bag’ their grandmothers used to whiten and brighten their laundry. 
Consumers like to believe they base their product quality evaluations on intrinsic cues, because they can 
justify the resulting product decisions (either positive or negative) on the basis of ‘rational’ or ‘objective’ 
product choice. More often than not, however, the physical characteristics they use to judge quality have no 
intrinsic relationship to the product’s quality. For example, though many consumers claim they buy a brand 
of beer because of its superior taste, they are often unable to identify that brand in blind taste tests. One study 
discovered that the colour of a powdered fruit drink product is a more important determinant than the label 
and the actual taste in determining the consumer’ ability to identify the flavour correctly. The study’s subjects 
perceived the purple or grape-coloured versions of the powdered product ‘tart’ in flavour and the orange- 
coloured version as ‘flavorful, sweet, and refreshing’.® 

In the absence of actual experience with a product, consumers often ‘evaluate’ quality on the basis of extrin- 
sic cues, cues that are external to the product itself, such as its price, the image of the store(s) that carries it, 
or the image of the manufacturer or the country that produces it. Consumer Reports (the US equivalent of 
Choice) found that consumers often cannot differentiate among various cola beverages, and that their prefer- 


ences are often based on such extrinsic cues as pricing, packaging, advertising and even peer pressure.°° 
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Many consumers use country-of-origin stereotypes to evaluate products (e.g. ‘German engineering is excel- 
lent’ or ‘Japanese cars are reliable’). Many consumers believe that a ‘Made in Australia’ label means a product 
is ‘very good’ and purchase of the good will positively contribute to the Australian economy. Figure 5.15 
presents the findings of an Australian survey in which respondents were asked to evaluate the quality of 
clothing products based on their country of origin.’° In general, Australian, New Zealand and British clothing 
was judged to be of higher quality than material from China and South-East Asia, though the gap was narrow- 
ing over time. This can be used to understand the success of Giordano International Limited, a clothing store 
originating from Hong Kong, which adopted a company name from Italian derivation to avoid the negative 
perception often attributed to clothing manufactured in Asia. There are many other examples that support 
the notion that Australian and New Zealand consumers are much more impressed with domestic clothing or 
foreign clothing from Europe than they are with clothing from China and South East Asia. Buy Australian 


campaigns seemed to have little impact here. 


[ Figure 5.15 | Perceived clothing quality based on country of origin 


fustralia | | NZ fuk | |ohing |_| SEAsia 


Fashionable Excellent Value for 
style durability high quality money 


Source: Adapted from Muris Cicic, ‘A longitudinal study of country-of-origin effect for the apparel industry in Australia’, in Ken Grant and lan Walker 
(eds), Proceedings of the Seventh Bi-Annual World Marketing Congress (Melbourne, Academy of Marketing Science, 1995), Vol. VII-I, 2-61 to 2-70. 
© 1995 Academy of Marketing Science. 

Ratings were on a 7-point semantic differential scale. Only the 1994 data are shown. 


Perceived quality of services 
It is more difficult for consumers to evaluate the quality of services than the quality of goods. This is because 


of certain distinctive characteristics of services: 


§ their intangibility 

f their variability 

f the fact that they are simultaneously produced and consumed 
[| 


their perishability. 


To overcome the fact that consumers are unable to compare services side-by-side as they do with products, 
consumers rely on surrogate cues (i.e. extrinsic cues that signal quality) to evaluate services. In evaluating a 
dentist's services, for example, the quality of the reception area and consulting room furnishings, the number 
of framed degrees on the wall, the pleasantness of the receptionist and the professionalism of the nurse all 


contribute to the consumer's overall evaluation of service quality. 
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Since the actual quality of the service can vary from day to day, from service employee to service employee, 
and from customer to customer (e.g. in food, in waiter service, in haircuts, even in classes taught by the same 
lecturer), marketers try to standardise their services in order to provide consistency of quality. The downside 
of service standardisation, unfortunately, may be the loss of customised services which many consumers value. 
In fact, some Australian consumers react unfavourably to standardisation, rejecting the “Would you like fries 
with that?’ approach to service. 

Unlike products, which are first produced, then sold, then consumed, most services are first sold, then 
produced and consumed simultaneously. If a product is defective, it is likely that the factory's quality control 
inspectors will catch it before it ever reaches the consumer. However, since a ‘defective’ service is often 
consumed as it is being produced, there is little opportunity to correct it. A defective haircut is difficult to 
correct, just as a disagreement between two service employees in the presence of the customer creates a negative 
impression that is hard to eradicate. 

Since services are normally perishable (i.e. they cannot be produced and stored), some marketers try to 
change demand patterns in order to ‘distribute’ the service more equally over time. Telstra and Optus, for 
instance, offer a discount on telephone calls placed after 6 p.m.; some restaurants offer a significantly less 
expensive ‘early bird’ dinner for consumers who come in before 6 p.m. During peak demand hours, the inter- 
active quality of services often declines, because both the customer and the service provider are hurried and 
under stress. Without special effort by the marketer to ensure consistency of service during peak hours, service 
image will decline. Giving consumers something interesting to do while they are waiting for service can have 
a positive effect. Diners may be invited to study the menu while waiting for a table; patients can view infor- 
mative videos in the doctor’s waiting room.” 

Over the past decade, a group of researchers have devoted themselves to the study of how consumers 
evaluate service quality. One approach takes the view that the service quality that a customer perceives is a 
function of the magnitude and direction of the gaps between the customer’s expectations of service and the 
customer’s assessment (perception) of the service actually delivered.’* For example, when a holiday adver- 
tisement promises that Queensland is ‘beautiful one day, perfect the next’, consumers may be disappointed if 
their Whitsunday holiday is wet for most of their stay. Some companies have moved to exceed customer expec- 
tations, to ‘delight’ their customers. However, service marketers should be wary here. What is a delight on 
one occasion will be expected the next. Companies could drive themselves into debt by continually exceed- 
ing expectations, unless they can lower their costs or raise their prices. Of course, the expectations of a given 
service vary widely among different consumers of the same service. These expectations stem from word-of- 
mouth the consumer has heard about the service, their past experience, the promises made about the service 
in its ads and by its salespersons, the purchase alternatives available, and other situational factors.’ Based on 
these factors, the sum total of a consumer's expectations of a service before receiving it is termed predicted 
service; services whose quality, as evaluated by the customer at the end of the service, significantly exceeds 
the predicted service are perceived as offerings of high quality and generate more customer satisfaction, 
increased probability of repeat purchase, and favourable word-of-mouth.” 

It has been observed that people expect a service to live up to its best performance, but judge it against its 
worst. Thus, suburban trains are believed ‘typically to run late or to be unreliable, even though consumers 
know they can often run on time. Research studies often show that the actual service experienced was often 
not as poor as the customers feared. 

A quality scale, called SERVQUAL, measures the gap between customers’ expectations of services and their 
perceptions of the actual service delivered along the following five dimensions of service quality (reduced 


from 10 original dimensions) —tangibles, reliability, responsiveness, assurance and empathy.” Table 5.3 presents 


CHAPTER 5 Consumer perception > 161 


a description of these dimensions, which the researchers believe customers use in judging service quality. For 
example, although Federal Express provides the same core service as other couriers (the outcome dimension), 
it provides a superior process dimension through its advanced tracking system, which can provide customers 
with instant information about the status of their packages at any time between pickup and delivery. It also 
provides call centres with knowledgeable, well-trained, and polite employees who can readily answer customers’ 
questions and handle problems. Thus, FedEx uses the process dimension as a method to exceed customers’ 
expectations and has acquired the image of a company that has an important, customer-focused competitive 
advantage among the many companies providing the same core service. 

Since its development, the SERVQUAL scale has been used in numerous studies, though not all its empir- 
ical findings correspond precisely to the five dimensions that the scale is designed to measure.’° In addition, 
other researchers have questioned whether the ‘gap’ approach fully accounts for consumer perceptions of 
service quality and the changing nature of expectations.’’ For example, just because a bank lives up to expec- 
tation does not mean that consumers evaluate it positively. 

Another scale to measure service quality, called SERVPERE is based on consumer perceptions of perfor- 
mance.’® The dimensions along which consumers evaluate service quality fall into two groups: the outcome 
dimension (which focuses on the reliable delivery of the core service) and the process dimension (which 
focuses on how the core service is delivered). The process dimension offers the service provider a significant 
opportunity to surpass customer expectations. For example, the National Australia Bank (NAB), while provid- 
ing the same core service as other banks, deliberately set out to provide a superior process dimension in terms 
of opening new accounts. This was based on its streamlined computer and documentation systems. Thus the 
NAB used the process dimension to exceed customers’ expectations, and acquire the image of a company that 
has an important, customer-focused competitive advantage among the many companies providing the same 
core service. Researchers have tried to integrate the concepts of product quality and service quality into an 
overall transaction satisfaction index, based on the idea that all products contain some service elements beyond 
their intrinsic qualities. Some of these may relate to satisfaction with the purchase occasion (such as the help- 
fulness and responsiveness of the salesperson). Figure 5.16 presents a simple model depicting this approach.” 
Consumers also evaluate how products function in use.®? For example, a Web cam that is difficult to program 
has poor usability, an intangible aspect of products. One research model suggests that the consumer's overall 
satisfaction with the transaction is based on the evaluation of three components: service quality, product 


quality, and price.®! 


TABLE 5.3 | SERVQUAL dimensions for measuring service quality 


Reliability Providing the service as promised, at the promised time and doing it right the first time; handling 
customer problems in a dependable manner and keeping customers informed. 

Responsiveness Prompt service, willingness to help customers, and readiness to respond to customer requests. 

Assurance Instilling confidence in customers and making them feel safe in their transactions; consistently 
courteous employees with the knowledge to answer customers’ questions. 

Empathy Employees who deal with customers in a caring fashion and understand their needs; giving 
customers individual attention and having their best interests at heart. 

Tangibility Modern equipment, visually appealing facilities and materials related to the service, employees 


with professional appearance, and convenient operating hours. 


Source: A. Parasuraman, Valarie A. Zeithaml and Leonard L. Berry, ‘Moving forward in service quality research: Measuring different customer- 
expectation levels, comparing alternative scales, and examining the performance-behavioral intentions link’, Report No. 94-114 (Marketing Science 
Institute, 1994). 
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Perceptions of high service quality and high 
customer satisfaction lead to higher levels of purchase 
intentions and repeat buying. Research has shown that 
perceived service quality and perceived service satis- 
faction interact in complex ways to produce consumer 
intentions to repurchase.®* Some theorists have related 
these factors to customer loyalty or defections to 
a competitor.®’ When either one is low, defections to a 
competitor are likely if consumers believe they have 
an effective choice. Figure 5.17 is a conceptual model 
depicting the behavioural and financial consequences 
of service quality as it affects the retention or defec- 
tion of customers. Although there are many studies of 
customer evaluations of service quality, few studies 
have examined the relationship between such percep- 
tions and future buying intentions. Even fewer studies 
have related customer evaluations to customer reten- 
tion levels and, most importantly, to profitability. A 
recent study identified numerous aspects of the rela- 


tionship between perceived service quality and prof- 


Conceptual model of the 
components of transaction 
satisfaction 
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Source: A. Parasuraman, Valarie A, Zeithaml and Leonard L. Berry, 
‘Reassessment of expectations as a comparison standard in measuring 
service quality’, Journal of Marketing, 58, January 1994, p. 121. Reprinted 
by permission of the American Marketing Association. 


itability; these are yet to be explored.®* Such research is very important because it will enable marketers to 


implement those service improvements that make customers more satisfied and at the same time increase 


company profits. 


FIGURE 5.17 | Conceptual model of the behavioural and financial consequences of service quality 
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Source: Valarie A. Zeithaml, Leonard L. Berry and A. Parasuraman, ‘The behavioral consequences of service quality’, Journal of Marketing, 60, April 


1996, p. 33. Reprinted by permission of the American Marketing Association. 
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Today many services are delivered over the phone or the Internet, without direct visual contact between 
the customer and the service employee. Under these conditions, it is more difficult to research the factors that 
determine the customer's perception of service quality. Because more and more companies, including the 
manufacturers of many tangible products, use service-focused selling points to promote and differentiate their 
offerings, such consumer studies are crucial. Call centres are a key point for customer access to the company 
and also an important source of customer information. One study analysed voice-to-voice encounters among 
customers and call-centre employees, and developed a scale that measures customers’ perceptions of such 
service experiences and their future intentions regarding the company represented by the call centre contacted 
(see Table 5.4). 


TABLE 5.4 | Ascale measuring customers’ perceptions of call-centre employees 


Attentiveness 
1. The agent did not make an attentive impression.* 
2. The agent used short, affirmative words and sounds to indicate that (s)he was really listening. 


Perceptiveness 

1. The agent asked for more details and extra information during the conversation. 
2. The agent continually attempted to understand what | was saying. 

3. The agent paraphrased what had been said adequately. 


Responsiveness 

1. The agent offered relevant information to the questions | asked. 

2. The agent used full sentences in his or her answers instead of just saying yes or no. 
3. The agent did not recognise what information | needed.* 


Trust 

1. | believe that this company takes customer calls seriously. 

2. | feel that this company does not respond to customer problems with understanding.* 
3. This company is ready and willing to offer support to customers. 

4. | can count on this company to be sincere. 


Satisfaction 

1. | am satisfied with the level of service the agent provided. 

2. |am satisfied with the way | was spoken to by the agent. 

3. | am satisfied with the information | got from the agent. 

4. The telephone call with this agent was a Satisfying experience. 


Call intention 

1. | will very likely contact this company again. 

2. Next time | have any questions | will not hesitate to call again. 

3. | would not be willing to discuss problems | have with this company over the phone.* 


*Negatively phrased item. 
Source: Ko de Ruyter and Martin G. M. Wetzels, ‘The impact of perceived listening behavior in voice-to-voice service encounters’, Journal of Service 
Research, February 2000, pp. 276-284, copyright © 2000 by Sage Publications, Inc. Reprinted by permission of Sage Publications, Inc. 
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Price/quality relationship 

Perceived value is often seen as a trade-off between perceived benefits and perceived sacrifice (monetary and 
non-monetary).® A number of research studies support the view that consumers rely on price as an indica- 
tor of product quality. Several studies have shown that consumers attribute different qualities to identical 
products that carry different price labels. The perception of value differs according to segment (such as age 
and income).°° The success of frequent flyer programs may be attributed to the perceived value of a free airline 
ticket which to the airlines may carry an incremental cost. 

Other studies suggest that consumers using a price/quality relationship are actually relying on a well-known 
(and hence more expensive) brand name as an indicator of quality, without actually relying on price per se.8’ 
A later study found out that consumers use price and brand to evaluate the prestige of the product but do not 
generally use these cues when they evaluate the product's performance.** Because price is so often considered 
to be an indicator of quality, some product advertisements deliberately emphasise a high price to underscore 
their claims of quality. One danger of sales pricing for retailers is that products with lower prices may be 
perceived as reduced quality. At the same time, when consumers evaluate more concrete attributes of a product, 
such as performance and durability, they rely less on the price and brand name as indicators of quality than 
when they evaluate the product's prestige and symbolic value.®° For this reason, discount advertising needs 
to be accompanied by other information (branding, specific attributes) associated with quality to counter any 
negative perceptions. 

When other cues are available to consumers (e.g. brand name or store image), they may be more influen- 
tial than price in determining perceived quality. A study that investigated the effects of the extrinsic cues of 
price, brand and store information on consumers’ perceptions of product quality found that price had a positive 
effect on product quality but a negative effect on perceived value and willingness to buy. Brand and store infor- 
mation also had a positive effect on perceived quality, but in addition had a positive effect on perceived value 
and willingness to buy.”° Figure 5.18 presents a conceptual model of the effects of price, brand name and store 
name on perceived product value. 

Consumers use price as a surrogate indicator of quality if they have little information to go on, or if they 
have little confidence in their own ability to make the choice on other grounds. When the consumer is familiar 


with a brand name or has experience with a product, price declines as a factor in product selection. 


STORE IMAGE 


Retail stores have images of their own that serve to influence the perceived quality of products they carry, as 
well as the decisions of consumers as to where to shop. A study of retail store image based on comparative 
pricing strategies found that consumers tend to perceive stores that offer a small discount on a large number 
of items (i.e. frequency of price advantage) as having lower prices overall than competing stores that offer larger 
discounts on a smaller number of products (magnitude of price advantage).°! This finding has important 
implications for retailers’ positioning strategies in this era of value-pricing (or everyday low pricing, which 
Bi-Lo, Franklins and to a degree Coles and Safeway (Woolworths) supermarkets have adopted. Kmart and 
Big W have pursued similar everyday low pricing initiatives for department stores). The research also showed 
that frequent advertising of price specials reinforces consumer beliefs about the competitiveness of a store’s 
prices.?* 

The width of product assortment also affects retail store image. Grocery retailers may be reluctant to reduce 
the number of products they carry out of concern that perceptions of a smaller assortment will reduce the 
likelihood that consumers will shop in their stores.°? At the same time shelf space is expensive, so stores need 


to encourage products with high stock turns, given tight retail margins. 
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[ FIGURE 5.18 | Conceptual model of the effects of price, brand name and store name on perceived value 
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Source: Wm B. Dodds, Kent B. Monroe and Dhruv Grewel, ‘Effects of price, brand and store information on buyers’ product evaluations’, Journal of 
Marketing Research, 28, August 1991, p. 308. Reprinted by permission of the American Marketing Association. 


The type of product consumers wish to buy influences their selection of retail outlet; conversely, consumers’ 
evaluation of a product is often influenced by the knowledge of where it was bought. A consumer wishing to 
buy an elegant table setting for a special occasion may go to a store with an elegant, high-status image, such 
as Georg Jensen in Sydney. Regardless of what she actually pays for the setting she selects (regular price or 
marked-down price), she will probably perceive its quality to be high. However, she may perceive the quality 
of the same setting to be much lower if she buys it in a discount store with a low-price image. Research has 
indicated that consumer perceptions of store quality were more heavily influenced by ambient factors (such 
as the number, type and behaviour of other customers and sales personnel) than they were by store design 
features.** 

Most studies of the effects of extrinsic cues on perceived product quality have focused on just one variable, 
either price or store image. However, when a second extrinsic cue is available (e.g. price and store image), 
perceived quality is sometimes a function of the interaction of both cues on the consumer. For example, a 
study found that when brand and retailer images become associated, the less favourable image becomes 
enhanced at the expense of the more favourable image. Thus, when a low-priced store carries a brand with a 
high-priced image, the image of the store will improve, while the image of the brand will be adversely affected.” 
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For that reason, marketers of prestigious designer goods often try to control the outlets where these products 
are sold. Also, when upscale stores sell left-over expensive items to discount stores, they remove the designer 


labels from these goods as part of the agreements they have with the manufacturers of these products. 


MANUFACTURER’S IMAGE 


Consumer imagery extends beyond perceived price and store image to the producers themselves. Manufac- 
turers who enjoy a favourable image generally find that their new products are accepted more readily than those 
of manufacturers who have a less favourable or a ‘neutral’ image. Pioneer brands (the first in the product 
category) tend to have favourable images, even when follower brands become available. Positive pioneer brand 
image is correlated with ideal self-image, helping to explain why pioneer brands may enjoy an advantage.” 
Some pioneer brands become so well known that they form the generic name for a category, such as Biro ball- 
point pens and Thermos flasks. 

Obviously, consumers have greater confidence that they will not be disappointed in a major name-brand 
product. Advertising plays an important role in establishing a favourable brand image. In the absence of other 
information about a new brand, people may use the amount of advertising as a signal of quality. Even products 
that are not new but are heavily advertised are often perceived as higher in quality than non-advertised brands.%” 
‘As seen on television’ is a claim to reassure consumers. Sometimes being a major and regular advertiser can 
cause consumers to regard the company and its products as staid or conservative. This has led some major 
companies to introduce entirely new brands positioned as independent and non-conformist products. Boutique 
beers produced by major brewers are an example. 

Some major marketers introduce new products under the guise of supposedly smaller, pioneering (and 
presumably more forward-thinking) companies. The goal of this so-called stealth (or faux) parentage is to 
persuade consumers that the new brands are produced by independent, non-conformist free spirits, rather 
than by giant corporate entities. Companies sometimes use stealth parentage when they enter a product 
category totally unrelated to the one with which their corporate name has become synonymous. For example, 
when Disney Studios—a company with a wholesome, family-focused image—produces films that include 
violence and sex, it does so under the name Touchstone Pictures. 

Today, companies are using advertising, exhibits and sponsorship of community events to enhance their 
image. While some marketers argue that product and service advertising do more to boost the corporate image 
than institutional (i.e. image) advertising, others see both types of advertising—product and institutional— 


as integral and complementary components of a total corporate communications program. 


PERCEIVED RISK 


Consumers must constantly make decisions regarding what products or services to buy and where to buy 
them. Because the outcomes (or consequences) of such decisions are often uncertain, the consumer perceives 
some degree of ‘risk’ in making a purchase decision. Perceived risk is defined as the uncertainty that consumers 
face when they cannot foresee the consequences of their purchase decisions. This definition highlights two 
relevant dimensions of perceived risk: uncertainty and consequences. 

The degree of risk that consumers perceive and their own tolerance for risk taking are factors that influ- 
ence their purchase strategies. It should be stressed that consumers are influenced by risks that they perceive, 
whether or not such risks actually exist. Risk that is not perceived—no matter how real or how dangerous— 
will not influence consumer behaviour. The major types of risks that consumers perceive when making product 
decisions include functional risk, physical risk, financial risk, social risk, psychological risk, and time risk 
(see Table 5.5). (Refer also to Chapter 14.) 
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TABLE 5.5 | Types of perceived risks 


Functional risk is the risk that the product will not perform as expected. (‘Can the new PDA operate a full week without 
needing to be recharged? ’) 


Physical risk is the risk to self and others that the product may pose. (‘Is a mobile phone really safe, or does It emit 
harmful radiation?’) 


Financial risk is the risk that the product will not be worth its cost. (‘Will a new and cheaper model of a plasma TV monitor 
become available six months from now?’) 


Social risk is the risk that a poor product choice may result in social embarrassment. (‘Will my classmates laugh at my 
purple mohawk haircut?’) 


Psychological risk is the risk that a poor product choice will bruise the consumer's ego. (‘Will | be embarrassed when | 
invite friends to listen to music on my five-year-old stereo?’) 


Time risk is the risk that the time spent in product search may be wasted if the product does not perform as expected. 
(‘Will | have to go through the shopping effort all over again?’) 


Perception of risk varies 

Consumer perception of risk varies, depending on the person, the product, the situation, and the culture. The 
amount of risk perceived depends on the specific consumer. Some consumers tend to perceive high degrees 
of risk in various consumption situations; others tend to perceive little risk. For example, studies of risk 
perception among adolescents have found that adolescents who engage in high-risk consumption activities 
(such as smoking or drug use) have lower perceived risk than those who do not engage in high-risk activi- 
ties.°° High-risk perceivers are often described as narrow categorisers because they limit their choices (e.g. 
product choices) to a few safe alternatives. They would rather exclude some perfectly good alternatives than 
chance a poor selection. Low-risk perceivers have been described as broad categorisers because they tend to 
make their choices from a much wider range of alternatives. They would rather risk a poor selection than 
limit the number of alternatives from which they can choose. One study concluded that risk preference may 
be a stable personality trait, with experience a mediating factor in risk perception.” 

An individual’s perception of risk varies with product categories. For example, consumers are likely to 
perceive a higher degree of risk (e.g. functional risk, financial risk, time risk) in the purchase of a plasma tele- 
vision set than in the purchase of an automobile. In addition to product-category perceived risk, researchers 
have identified product-specific perceived risk.'°° One study found that consumers perceive service decisions 
to be riskier than product decisions, particularly in terms of social risk, physical risk, and psychological risk.!9! 

The degree of risk perceived by a consumer is also affected by the shopping situation (e.g. a traditional retail 
store, online (Internet), catalogue or direct-mail solicitations, or door-to-door sales). The sharp increase in 
mail-order catalogue and Internet sales in recent years suggests that on the basis of positive experiences and 
word-of-mouth, consumers now tend to perceive less risk in these shopping alternatives than they once did, 
despite their inability to physically inspect the merchandise before ordering. High-risk perceivers are unlikely 
to purchase items online despite the geometric expansion of online retailing. However, as they gain experi- 
ence in online purchasing, it is likely that their levels of perceived risk regarding electronic buying will decline. 


How consumers handle risk 

Consumers characteristically develop their own strategies for reducing perceived risk. These risk-reduction 
strategies enable them to act with increased confidence when making product decisions, even though the 
consequences of such decisions remain somewhat uncertain. Some of the more common risk-reduction strate- 
gies are discussed in the following sections. 
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Consumers seek information Consumers seek information about the product and product category through 
word-of-mouth communication (from friends and family and from other people whose opinions they value), 
from salespeople, and from the general media. They spend more time thinking about their choice and search 
for more information about the product alternatives when they associate a high degree of risk with the purchase. 
This strategy is straightforward and logical because the more information the consumer has about the product 
and the product category, the more predictable the probable consequences and, thus, the lower the perceived 
risk. 


Consumers are brand loyal Consumers avoid risk by remaining loyal to a brand with which they have been 
satisfied instead of purchasing new or untried brands. High-risk perceivers, for example, are more likely to be 
loyal to their old brands and less likely to purchase newly introduced products. 


Consumers select by brand image When consumers have had no experience with a product, they tend to ‘trust’ 
a favoured or well-known brand name. Consumers often think well-known brands are better and are worth 
buying for the implied assurance of quality, dependability, performance, and service. Marketers’ promotional 
efforts supplement the perceived quality of their products by helping to build and sustain a favourable brand 


image. 


Consumers rely on store image If consumers have no other information about a product, they often trust the 
judgment of the merchandise buyers of a reputable store and depend on them to have made careful decisions 
in selecting products for resale. Store image also imparts the implication of product testing and the assurance 
of service, return privileges, and adjustment in case of dissatisfaction. 


Consumers buy the mast expensive made! When in doubt, consumers often feel that the most expensive model 
is probably the best in terms of quality; that is, they equate price with quality. (The price/quality relationship 


was discussed earlier in this chapter.) 


Consumers seek reassurance Consumers who are uncertain about the wisdom of a product choice seek reas- 
surance through money-back guarantees, government and private laboratory test results, warranties, and 
prepurchase trial. For example, it is unlikely that anyone would buy a new model car without a test drive. 
Products that do not easily lend themselves to free or limited trial (such as a refrigerator) present a challenge 


to marketers. 


The concept of perceived risk has major implications for the introduction of new products. Because high-risk 
perceivers are less likely to purchase new or innovative products than low-risk perceivers, it is important for 
marketers to provide such consumers with persuasive risk-reduction strategies, such as a well-known brand 
name (sometimes achieved through licensing), distribution through reputable retail outlets, informative adver- 
tising, publicity stories in the media, impartial test results, free samples, and money-back guarantees. Also, most 
stores that carry a number of different brands and models of the same product, as well as manufacturers of 
such diverse model lines, now offer online consumers quick and easy ways to generate side-by-side compar- 
isons with detailed charts of the features of all the available models. It is likely that computer software and 
the Internet will play an increasingly important part in reducing the information-seeking burden of perceived 


risk. 
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CASE STUDY 5.1 
WD-40: Changing Product Perceptions 


David Bednall, Deakin University 
As a brand name, WD-40 might conjure an image of a staid industrial product, bought and used mainly by 


men. In its earliest years of distribution in Australia, this was the case with this all-purpose lubricant, main- 
tenance and cleaning product. Around 70% of sales came from automotive distribution. Unchanged in formu- 
lation and pack colours for 40 years, it had achieved high awareness in its target market in Australia. 

In 1988, WD-40 (Australia) was established to take over the distribution and marketing of its product in 
Australia. The company, in association with its agency McMurtry, Sherbon, Vartan & Partners, developed a new 
marketing strategy. The company aimed to give WD-40 a small share of many, many markets, such as house- 
hold cleaning, leisure, manufacturing, lubrication and maintenance products, in which it could compete. To 
help ‘unposition’ the product, the company avoided any element of the marketing mix that would narrowly 
define its usefulness. Its new slogan, ‘WD-40—there’s always another use’, reflected this approach. This slogan 
has been used in every promotion for the last 11 years. So successful has it been that the American parent also 
aclopted it and now uses it worldwide. 

The natural extension of this approach was to widen its distribution, particularly in supermarkets and 
hardware stores. Telemarketing was also used to establish small retail accounts. By 1993, near 100% distrib- 
ution in target retail outlets was achieved. Given the many uses of the product, the company was also able to 
achieve something rather unusual—multiple outlets in the one retail store. Since it had automotive, house- 
hold cleaning and other applications, it was important that consumers could find it in the correct store loca- 
tions. Thus the company sought shelf place in areas such as automotive products, gardening supplies and 
cleaning products. As sales increased, pricing was reduced. In February 1993, the company was able to take 
advantage of these increased sales and start local production. Price discounting of the 300 g can started to 
upset sales of the 150 g can, and so a 255 g can was introduced for non-automotive outlets. 

More important still was the need to broaden the spread of users by increasing the number of women 
buyers so, in mid-1993, WD-40 commissioned qualitative research by the Stollznow company. This showed 
that women saw WD-40 as having a macho image, with little association with use inside the home. Mostly 
the women saw a role for WD-40 as a grease remover, lubricant and a loosener of ‘knobs and nuts, particu- 
larly where they have been tightened too hard, probably by a man, or where the woman lacks strength or has 
arthritis’. The main competitors were existing household items, such as cooking oil and candlewax and, to some 
extent, Selley’s Ezy Glide. 

Significantly, the research concluded that there appeared to be ‘opportunities to awaken women to the possi- 
bilities of eliminating the minor irritating problems around the home without waiting for a man to do it’. Price 
was less than expected, though the main 255 g size was judged too big. As a result, a smaller 60 g can was intro- 
duced. Although logo and colours could not be changed, the text was softened in appearance and the text on 
the can stressed within-home applications. The container featured a cartoon, ‘WD-40’s Houseful of Uses’, which 
had proved successful in the qualitative research. A clip strip display was designed for the pack. 

For stores that could not accept this display, a special presentation pack for the existing 150 g can was 
developed. Each can was printed with the slogan, ‘No woman should be without me’—a direct quote from one 
woman in the research. A ‘power wing’ (V-shaped) display of 150 g cans was developed, which also incor- 
porated the slogan. 

WD-40 has been extensively advertised on metropolitan television (significantly featuring a woman doing 


the voice-overs) and in the national women’s magazines Women’s Weekly and Family Circle. The ads show an 
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extended range of applications for WD-40. Radio has also been used nationally, and was boosted with a compe- 
tition for family members. PR activities and a trade campaign complemented these activities. 

Product trial has always been important to WD-40. A striking example came with the handing out of 
100 000 sample cans at the 1992 AFL Grand Final by women in WD-40 outfits. 

The Newspoll omnibus service has traced the development of WD-40 in the Australian market. 

A national telephone survey of 1200 people found a positive impact on the usage of WD-40 among all 
adults. Similarly for women (based on a sample of 600), growth in awareness and use of the product has been 
strong throughout the 1990s. 

This case study has some lessons for consumer marketers. A too narrow segmentation of the market, either 
in terms of target groups or usage segments, can lead marketers to underestimate potential sales. This should 
always be a consideration in Australia where the market is perhaps only 5% of the size of comparable US 


markets. In addition, it shows how a broader perceptual positioning can help the marketer access a larger 


market. 


Case Study Questions 


1. What other products on the Australian market are too narrowly positioned? 


2. If you were a competitor to WD-40, what competitive positioning would you take? 


3. Given WD-40's wider positioning, would it be wise to extend the WD-40 brand to other types of house- 
hold products? 


Summary 


Perception is the process by which individuals select, 
organise and interpret stimuli, to form a meaningful and 
coherent picture of the world. Perception has strategy impli- 
cations for marketers, because consumers make decisions 
based on what they perceive, rather than on the basis of 
objective reality. 

The lowest level at which an individual can perceive a 
specific stimulus is called the absolute threshold. The 
minimal difference that can be perceived between two 
stimuli is called the differential threshold, or just notice- 
able difference (jnd). Most stimuli are perceived above the 
level of the consumer’s conscious awareness; however, weak 
stimuli can be perceived below the level of conscious aware- 
ness (i.e. subliminally). Research does not support the 
contention that subliminal stimuli affect consumer buying 
decisions. 

Consumers’ selections of stimuli from the environment 
are based on the interaction of their expectations and 
motives with the stimulus itself. The principle of selective 
perception includes the following concepts: selective 
exposure, selective attention, perceptual defence and percep- 
tual blocking. People usually perceive things they need or 
want, and block the perception of unnecessary, unfavourable 


or painful stimuli. Consumers organise their perceptions 
into unified wholes according to the principles of Gestalt 
psychology: figure and ground, grouping and closure. 

The interpretation of stimuli is highly subjective. It is 
based on what consumers expect to see in light of their 
previous experience, on the number of plausible explana- 
tions they can envisage, on motives and interests at the time 
of perception, and on the clarity of the stimulus itself. Influ- 
ences that tend to distort objective interpretation include 
physical appearance, stereotypes, halo effects, irrelevant cues, 
first impressions, and the tendency to jump to conclusions. 

Just as individuals have a perceived self-image as a 
certain kind of person so, too, do products and brands have 
images (i.e. symbolic meanings) for the consumer. The 
perceived image of a product or service (i.e. its positioning) 
is probably more important to its ultimate success than its 
actual physical characteristics. Products and services that 
are perceived favourably have a much better chance of being 
purchased than products or services with unfavourable or 
neutral images. 

Perceived value is based on monetary and non-monetary 
costs combined with perceptions of quality. Reference prices 
are used to evaluate pricing claims. Prices outside an acceptable 
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range are likely to be rejected. Research suggests that the frame 
of reference for prices and how consumers evaluate competi- 
tive offers will strongly affect buyer behaviour. 

Compared with manufacturing firms, service marketers 
face several unique problems in positioning and promoting 
their offerings, including the service environment and 
service characteristics (e.g. intangibility, variability, perisha- 
bility, simultaneous production and consumption). Regard- 
less of how well positioned a product or service appears to 
be, the marketer may be forced to reposition it in response 
to market events, such as new competitive strategies or 
changing consumer preferences. 

Consumers often judge the quality of a product or 


Discussion questions 


service on the basis of a variety of informational cues: some 
are intrinsic to the product (e.g. colour, size, flavour, aroma) 
while others are extrinsic (e.g. price, store image, brand 
image, service environment). In the absence of direct expe- 
rience or other information, consumers often rely on price 
as an indicator of quality. The images of retail stores influ- 
ence the perceived quality of products they carry, as well as 
the decisions of consumers as to where to shop. Consumer 
imagery extends beyond perceived price and store image to 
the producers themselves. Manufacturers who enjoy a 
favourable image generally find that their new products are 
accepted more readily than those of manufacturers with less 
favourable or neutral images. 


1. How does sensory adaptation affect advertising compre- 
hension? How can marketers overcome sensory adap- 
tation and increase the likelihood that consumers will 
notice their ads? 

2. Describe how manufacturers of chocolate bars can apply 
their knowledge of differential threshold to packages 
and prices during periods of: 

(a) rising ingredient costs 

(b) increasing competition 

(c) heightened consumer awareness regarding nutrition 
and ingredient labelling. 

3. Does subliminal advertising work? Support your view. 
Assuming that some forms of subliminal persuasion can 
influence consumers, do you think the use of these tech- 
niques is ethical? Explain your answer. 

4. How do advertisers use contrast to make sure their ads 
stand out? Can the lack of contrast between the ad and 
the medium in which it appears be used to increase the 
effectiveness of the ad? If so, how? What are the ethical 
considerations in employing such strategies? 

5. Megan is a 29-year-old, single investment banker who 
lives in an apartment in a large city. After a particularly 
long and difficult workday, she relaxed in her apartment 
by reading through one business and two fashion maga- 
zines. When questioned by a researcher the next day, 
she could clearly recall two holiday ads and vaguely 


remembered one ad for a personal computer from 
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among the nearly 100 ads she had seen in the three 
magazines. However, she could recount in detail the 
articles that she had read and even recalled the titles of 
articles she had not read. How can you explain this? 

6. (a) Discuss the differences between the absolute thresh- 

old and the differential threshold. 
(b) What is consumer reality? 

7. What are the implications of figure-ground relationships 
for print ads and for TV ads? How can the figure-ground 
construct help or interfere with the communication of 
advertising messages? 

8. How is perceptual mapping used in consumer research? 
Why are marketers sometimes forced to reposition their 
products or services? Illustrate your answers with 
examples. 

9. Why is it more difficult for consumers to evaluate the 
quality of services than the quality of products? 

10. Discuss the roles of extrinsic cues and intrinsic cues in 
the perceived quality of: 

(a) wines 
(b) shampoo 
(c) restaurants 
(d) medical services 
(e) graduate education. 
11. How can an advertiser best frame the value of a discount 


and of a price rise? 


Exercises 


SS a ET 


1. 


Find five examples of print advertisements or packages 
that use stimulus factors to create attention. For each 
example, evaluate the effectiveness of the stimulus 
factors used. Also, identify the principles of perceptual 
organisation that are integrated into these ads. 

Using Weber's law as a guideline, develop reasonable 
jnds for a sales price of a: 

(a) car 

(b) personal computer 

(c) pair of denim jeans 

(d) tube of toothpaste. 

Explain your choices. 

What roles do actual product attributes and perceptions 
of attributes play in positioning a product? Find three 
different toothpaste advertisements which stress differ- 
ent product attributes and discuss whether the 
marketers have effectively positioned their products to 
communicate a specific image. 


Construct a two-dimensional perceptual map of your 


university, using the two attributes that were most impor- 
tant to you in choosing that university rather than others 
in your area. Then, mark the position of your Faculty 
on the diagram relative to that of a Faculty in another 
university that you considered. Discuss the implications 
of this perceptual map for the student recruitment 
function of the university that you did not choose. 
Conduct interviews with five of your fellow students in 
this class. On what dimensions do they evaluate this 
course? Which intrinsic and extrinsic cues do they use 
as indicators of quality? Do your observations support 
the concepts discussed in the chapter? Explain. 

Select a restaurant where you have recently eaten. 
Analyse the atmosphere and physical environment of 
this service establishment. What image does the envi- 
ronment convey? Should the owner change anything to 
make the environment more appealing to customers? 
Do the people who eat there affect your evaluation of 
quality and value? Explain. 
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Learning and consumer involvement 
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How individuals learn and become involved with products is a matter of great interest and importance in 
consumer behaviour. Marketers are concerned with how consumers learn because they are interested in 
teaching consumers, in their roles as consumers, payers and buyers, about products, product attributes and 
potential benefits; about where to buy their products, how to use them, how to maintain them, even how to 
dispose of them. Marketing strategies are based on communicating with the consumer, directly through adver- 
tisements, and indirectly through product appearance, packaging, price and distribution channels. Marketers 
want their communications to be noticed, believed, remembered and recalled. For these reasons, they are 
interested in every aspect of the learning process. 

Despite the fact that learning is pervasive in our lives, there is no single, universal theory of how people 
learn. Instead, there are two major schools of thought concerning the learning process: one consists of behav- 
ioural theories, the other of cognitive theories. Cognitive theorists view learning as a function of purely mental 
processes, while behavioural theorists focus almost exclusively on observable behaviours (responses) that 
occur as the result of exposure to stimuli. 

In this chapter, we examine the two general categories of learning theory—behavioural theory and cogni- 
tive theory. Though these theories differ markedly in a number of ways, each theory offers insights to marketers 
on how to shape their messages to consumers in order to bring about desired purchase behaviour. We also 
discuss how consumers store, retain and retrieve information, how learning is measured, and how marketers 
use learning theories in their marketing strategies. 

This chapter also examines consumer involvement. Involvement plays a key role in many aspects of 
consumer behaviour. Marketers are often concerned with their target market’s (consumers) level of involve- 
ment in products, purchase decisions and advertising because of its influence on decision making, informa- 
tion search and knowledge. The chapter concludes with a discussion of an important aspect of learning and 


involvement, brand loyalty. 


y> What is learning? 


Since learning theorists do not agree on how learning takes place, it is difficult to come up with a generally 


acceptable definition of learning. From a marketing perspective, however, consumer learning is the process by 
which individuals acquire the purchase and consumption knowledge and experience they apply to future related 
behaviour. Several points in this definition are worth noting. 

First, consumer learning is a process; that is, it continually evolves and changes as a result of newly- 
acquired knowledge (which may be gained from reading, or observation, or thinking) or from actual experi- 
ence. Both newly-acquired knowledge and experiences serve as feedback to the individual and provide the 
basis for future behaviour in similar situations. The definition makes clear that learning results from acquired 
knowledge and experience. This qualification distinguishes learning from instinctive behaviour, such as suckling 
on the breast in infants. 

The role of experience in learning does not mean that all learning is deliberately sought. Much learning is 
intentional—that is, it is acquired as the result of a careful search for information. But a great deal of learning 
is also incidental, acquired accidentally or without much effort. For example, some ads may induce learning 
(e.g. of brand names), even though the consumer's attention is elsewhere (on a magazine article rather than 
on the advertisement on the facing page). Other ads are sought out and carefully read by consumers contem- 
plating an important decision. 

The term ‘learning’ encompasses a wide range of learning, from simple, almost reflexive responses to the 
learning of abstract concepts and complex problem solving. Most learning theorists recognise the existence 
of different types of learning and explain the differences through the use of distinctive models of learning. 
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Despite their different viewpoints, learning theorists in general agree that, in order for learning to occur, 
certain basic elements must be present. The elements included in most learning theories are motivation, cues, 
response and reinforcement. These concepts are discussed first because they tend to recur in the theories discussed 


later in this chapter. 


MOTIVATION 


The concept of motivation, discussed in Chapter 3, is important to learning theory. Remember, motivation is 
based on needs and goals and it in effect acts as a catalyst for learning, with needs and goals serving as stimuli. 
For example, people who want to ‘get in shape’ are motivated to learn all they can about aerobics classes, 
weight training and jogging. They may seek information concerning the prices, quality and the resulting fitness 
levels associated with each of these activities. Conversely, individuals who are not interested in fitness are 
likely to ignore all information related to these activities. The goal object (an improved fitness level) simply 
has no relevance for them. 

The degree of relevance (an aspect of involvement in the product or service) is critical to how motivated 
the consumer is to search for knowledge or information. Uncovering consumer motives is one of the prime 
tasks of marketers, who then try to teach ‘motivated’ consumer segments why their product will best fulfil 


the consumer's needs. (Involvement theory, as it has come to be known, will be discussed later in the chapter.) 


CUES 


If motives serve to stimulate learning, cues are the stimuli that give direction to those motives. An advertise- 


ment for a fitness club or a home fitness machine may serve as a cue for potential fitness enthusiasts, who may 
suddenly ‘recognise’ that using a home fitness machine is a simple way of improving their fitness level. The 
ad is the cue, or stimulus, that suggests a specific way to satisfy a salient motive. In the marketplace, price, 
styling, packaging, advertising and store displays all serve as cues to help consumers fulfil their needs in 
product-specific ways. For service marketers, tangible signals of quality, such as keeping arranged appointments, 
and providing stylish decor and well-groomed staff are essential. 

Cues serve to direct consumer drives when they are consistent with consumer expectations. Marketers 
must be careful to provide cues that do not upset those expectations. For example, consumers expect advo- 
cates of a home fitness machine to be in excellent physical condition. Thus, the actors used to demonstrate 
the machine must appear to be in good shape. Each aspect of the marketing mix must reinforce the others if 


cues are to serve as the stimuli that guide consumer actions in the direction desired by the marketer. 


RESPONSE 


How individuals react to a drive or cue, how they behave, constitutes their response. Learning can occur even 
if responses are not overt. The car manufacturer who provides consistent cues to a consumer may not always 
succeed in stimulating a purchase, even if that individual is motivated to buy. However, if the manufacturer 
succeeds in forming a favourable image of a particular model in the consumer’s mind, when the consumer is 
ready to buy, it is likely he or she will consider that make or model. 

A response is not tied to a need in a one-to-one fashion. Indeed, as was discussed in Chapter 3, a need or 
motive may evoke a whole variety of responses. For example, there are many ways to respond to the need for 
physical exercise besides buying a home fitness machine. Cues provide some direction, but there are many cues 
competing for consumers’ attention. The response they make depends heavily on previous learning; that, in 


turn, may depend on which responses were reinforced in the past. 
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REINFORCEMENT 


Reinforcement increases the likelihood that a specific response will occur in the future as the result of partic- 
ular cues or stimuli. If, after using the fitness machine for a few weeks, a consumer feels better physically, or 
is complimented on her appearance by her friends, she is more likely to continue using the machine and 
possibly to engage in other fitness-related activities. Clearly, through reinforcement, learning has taken place, 
since the use of the machine lived up to expectations. On the other hand, if working out at home had not 
resulted in an improved fitness level, the consumer would be less likely to continue using the machine or to 
buy any other product claiming to aid in improving fitness, despite extensive advertising or store display cues 
for the product. 

With these basic principles, we can now discuss some well-known theories or models of how learning occurs. 


»> Behavioural learning theories 


Behavioural learning theories are sometimes referred to as stimulus-response theories because they are based 


on the premise that observable responses to specific external stimuli signal that learning has taken place. If 
people act (i.e. respond) in a predictable way to a known stimulus, they are said to have ‘learned’. Behavioural 
theories are not so much concerned with the process of learning as they are with the inputs and outcomes of 
learning; that is, in the stimuli that are selected from the environment and the observable behaviours that 
result. Two behavioural theories with great relevance to marketing are classical conditioning and instrumental 


(or operant) conditioning. 


CLASSICAL CONDITIONING 


Early classical conditioning theorists regarded all organisms (both animal and human) as relatively passive 
eritities that could be taught certain behaviours through repetition (or conditioning). In everyday speech, the 
word ‘conditioning’ has come to mean a kind of ‘knee-jerk’, or automatic, response to a situation built up 
through repeated exposure. If you feel tired every time you look at your textbooks, your reaction may be 
conditioned from years of late nights studying for exams. 

Ivan Pavlov, a Russian physiologist, was the first to describe conditioning and to propose it as a general 
model of how learning occurs. According to Pavlovian theory, conditioned learning results when a stimulus 
that does not initially evoke a response is paired with another stimulus that elicits a known response until, 
eventually, it serves to produce the same response when used alone. 

Pavlov demonstrated what he meant by conditioned learning in his studies with dogs. The dogs were 
hungry and highly motivated to eat. In his experiments, Pavlov sounded a bell (conditioned stimulus or CS) 
and then immediately applied a meat paste (unconditioned stimulus or US) to the dogs’ tongues, which caused 
them to salivate (unconditioned response or UR). Learning (i.e. conditioning) had occurred when, after a 
sufficient number of repetitions of the bell sound, followed almost immediately by the food, the bell alone 
caused the dogs to salivate. The dogs associated the bell with the meat paste and, after a number of pairings, 
gave the same response (salivation) to the bell alone as they did to the meat paste. The unconditioned response 
(UR) to the meat paste became the conditioned response (CR) to the bell as depicted in Figure 6.1(a) which 
models this relationship. 

An analogous situation would be one in which the smells of dinner cooking cause your mouth to water. 
If you usually listen to the evening news while waiting for dinner to be served, you would tend to associate 
the evening news with dinner, so that eventually the sound of the evening news alone might cause your mouth 
to water, even if dinner was not being prepared and even if you were not hungry as depicted in Figure 6.1(b) 
which shows this basic relationship. 
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In a consumer behaviour context, conditioned stimuli consist of consumption objects such as brands, 
products and retail stores, and the conditioned response would be purchases or store patronage. Uncondi- 
tioned stimuli might consist of celebrity endorsers, sports figures and well-known consumption symbols.! 

A new look at classical conditioning by learning theorists sees early Pavlovian theory as inadequately char- 
acterising the circumstances that produce the conditioned learning, the content of that learning, and the 
manner in which that learning influences behaviour. Later conditioning theory views classical conditioning 
as the learning of associations among events that allow the organism to anticipate and ‘represent’ its environ- 
ment.’ Thus, the relationship (i.e. contiguity) between the CS and the US (the bell and the meat paste) influ- 
enced the dogs’ expectations, which in turn influenced their behaviour (salivation). 

Classical conditioning is seen as cognitive associative learning through the acquisition of new knowledge 
about the world, rather than being a reflexive action through the acquisition of new reflexes. As such, the 
creation of a strong association between the conditioned stimulus and unconditioned stimulus—seen as optimal 


conditioning—commonly has five key features: 


1. the CS precedes the US (called forward conditioning) 
2. a CS and US that logically belong together 
3. a CS that is novel and unfamiliar 


(ricure 6.1 | Models of classical conditioning 
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4. repeated pairing of CS and US 
5. a US that is biologically or symbolically salient. 


Recently, however, it has been suggested that conditioning can occur in an advertising context with no logical 
relationship between CS and US, and with as little as one repetition.’ 

Under neo-Pavlovian theory, consumers can be viewed as information seekers who use logical and percep- 
tual relations among events, together with their own preconceptions, to form a sophisticated representation 
of the world.* Conditioning is the learning that results from exposure to relationships among events in the envi- 
ronment; such exposure creates expectations as to the structure of the environment. 

Three basic concepts are fundamental to classical conditioning: repetition, stimulus generalisation and 


stimulus discrimination. Each of these concepts is important to an understanding of consumer behaviour. 


Repetition 

Repetition increases the strength of association between a conditioned stimulus and an unconditioned stimulus 
and by slowing the process of forgetting. The relationship between repetition and memory is a complex one. 
Evidence suggests that some overlearning, or repetition beyond what is necessary to learn, aids retention. 
However, with a greater number of repetitions, an individual can become satiated, and attention and reten- 
tion will decline. Memory may no longer improve with repeated exposures. This phenomenon, called adver- 
tising wearout, can be decreased by varying the advertising message.’ 

Some marketers avoid wearout by adopting a variation strategy. This can be by for example repeating the 
same advertising theme, but varying the background, print type or spokesperson as depicted in Figure 6.2 
(page 186) which shows two different advertisements for Carefree. 

Changing aspects of the message without changing the theme increases the number of retrieval cues for 
the brand, and this increases the chance of recall. Another cosmetic variation is varying the ad length. Some 
campaigns have both 15-second and 30-second ads. Many advertisers argue that the 15-second commercial 
should only be used to reinforce the effects of longer commercials; but research shows this is only true with 
emotional messages, that 15-second informational commercials are as effective as 30-second informational 
commercials.° 

Varying formats around the same theme makes sense: one study found that three different ads for a brand 
of liquor produced greater brand recall than three repetitions of the same ad.’ However, there are other strate- 
gies, such as substantive variation, which exclude cosmetic variation but include changes in advertising content. 
A recent research study found that individuals exposed to substantively varied ads processed more informa- 
tion about the product attributes and had more positive thoughts about the product than those exposed to the 
cosmetic variation.® Attitudes formed as a result of exposure to substantively varied ads were also more resis- 
tant to change in the face of competitive attack. 

Although the principle of repetition is well established among advertisers, not everyone agrees on how 
much repetition is enough. Some researchers maintain that the optimum number of exposures to an adver- 
tisement is just three: one to make consumers aware of the product; a second to show consumers the relevance 
of the product; and a third to remind them of its benefits. According to this three-hit theory, all other ad repe- 
titions are wasted effort. Other researchers suggest that an average frequency of 11 to 12 airings is needed to 
increase the probability that consumers will actually receive three exposures. The optimum number of repe- 


titions depends on the involvement (discussed later in this chapter) and the type of message strategy. 


Stimulus generalisation 
According to classical conditioning theorists, learning depends not only on repetition, but also on the ability 


of individuals to generalise. Pavlov found, for example, that a dog could learn to salivate not only to the sound 
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of a bell, but also to the somewhat similar sound of jangling keys. If we were not capable of stimulus general- 
isation—that is, of making the same response to slightly different stimuli—not much learning would take place. 

Stimulus generalisation explains why imitative ‘me too’ products succeed in the marketplace: consumers 
confuse them with the original product they have seen advertised. It also explains why manufacturers of 
private brands try to make their packaging resemble the national brand leaders. They are hoping that consumers 
will confuse their packages with the leading brand. Some brands are so valuable that similarly packaged 
or distributed products can result in millions of lost sales.? In Australia, an electronics company marketing 
televisions and microwave ovens under the brand name Palsonic uses a very similar font style to Panasonic, 
facilitating stimulus generalisation. 

Product line, form and category extensions, the practice of adding related products to an already established 
brand, is another application of stimulus generalisation. Of the 20 000 or so new products introduced into the 
US market each year, about 80% are product or brand extensions.'° That’s because it’s a lot cheaper to associ- 
ate a new product with a known and trusted brand name than to try to develop a totally new brand. For a long 
time marketers have offered product line extensions, which included different sizes, different colours, even 
different flavours; but now they offer product form extensions (e.g. Figure 6.3 illustrates a product form exten- 
sion: Omo liquid to Omo Sensitive liquid) and product category extensions (Cadbury chocolate bars to Cadbury 
chocolate biscuits and Cadbury ice-creams). 

The success of this strategy depends on the relevance of the new product to the marketplace image of the 
brand name. For example, Mars Confectionery was able to move successfully from Snickers chocolate bars to 
Snickers ice-creams, but Arm @ Hammer, the makers of bicarbonate of soda products, was unable in the 
United States to move from a refrigerator deodorant to a personal care deodorant. Product line extensions are 
no panacea for all marketing problems; indeed, many companies now see the need to rationalise their product 
lines to focus on the best-selling items. 

A laboratory experiment found that the greater the similarity between the primary product and the brand 
extension, the greater the transfer of positive (or negative) evaluations to the new product. It also found that 
a brand’s reputation for excellence in one product area may have a negative impact on consumer ratings of its 
new product in an unrelated product area.'' Brand name extensions are used extensively in packaged goods 
marketing. 

Family branding, the practice of marketing a whole line of company products under the same brand name, 
is another strategy that capitalises on the consumer's ability to generalise favourable brand associations from 
one product to the next. The Campbell's Soup Company, for example, continues to add new soup entrees to 
its product line under the Campbell’s brand name, achieving ready acceptance for the new products from satis- 
fied consumers of other Campbell’s Soup products. 

Licensing is another type of marketing strategy that operates on the principle of stimulus generalisation. 
The names of designers, celebrities and even cartoon characters are attached (i.e. ‘rented’) to a variety of 
products for a fee, enabling the manufacturers and marketers of such products to achieve instant recognition 
and implied quality for the licensed products. Some of the successful licensors include Pierre Cardin, Calvin 
Klein, Lacoste and Christian Dior, whose names appear on a wide variety of products, from sheets to shoes, 
luggage to perfume and shirts to watches. Versace has extended this principle licensing their name to be used 
as a hotel name on the Gold Coast. Licensing agreements earn Versace more than $900 million a year.’ 

The licensing of cartoon characters has also become big business. In fact, seeing how lucrative the licens- 
ing of its own cartoon characters had become, the Disney Corporation opened a chain of retail stores that sell 
a multitude of products, from schoolbags to t-shirts to beach towels, emblazoned with the names or pictures 


of the many well-known Disney characters. 
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FIGURE 6.2 | Advertisements by Carefree varying the basic scene and keeping the theme the same 
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has had a longer period to ‘teach’ consumers (through advertising and selling) to associate the brand name 
with the product. In short, it owns the market. Australians still talk of a Biro, Esky or Thermos because these 
brands were first on the market. And because of its strong association in the consumer's mind with comput- 
ers, IBM was able to redirect the personal computer market when it first entered that market, despite its rela- 
tively late entry into the PC field. But, as the IBM experience shows, that is not enough to ensure longer-term 
market dominance. 

In general, the longer the period of learning to associate a brand name with a product, the more likely the 
consumer is to discriminate, and the less likely to generalise the stimulus. In our overcommunicated society, 


a key to stimulus discrimination is effective positioning (see Chapter 5). 


Evaluation of classical conditioning 
The principles of classical conditioning provide the theoretical underpinnings for many marketing applications. 
Repetition, stimulus generalisation and stimulus discrimination are useful concepts in explaining how 
consumers learn to behave in the marketplace. However, they do not explain all the activities classified as 
consumer learning. Traditional classical conditioning assumed that consumers were passive beings who reacted 
with predictable responses to stimuli after a number of trials. Neo-Pavlovian theory views individuals as infor- 
mation seekers using logical and perceptual relationships among events, along with their own preconceptions, 
to form a sophisticated representation of their world. 

While some of our purchase behaviour—for example, the purchase of branded convenience goods—may 
have been shaped to some extent by repeated advertising messages, other purchase behaviour results from 
evaluation of product alternatives. Our assessments of products are often based on the rewards we experience 


as the result of making specific purchases—in other words, from instrumental conditioning. 


INSTRUMENTAL CONDITIONING 


Like classical conditioning, instrumental (operant) conditioning requires a link between a stimulus and a 
response. However, in instrumental conditioning, the stimulus that provides an optimal response is learned. 
Instrumental learning theorists believe that learning occurs through a trial-and-error process, with habits 
formed as a result of rewards received for certain responses or behaviours. While classical conditioning is 
useful in explaining how consumers learn very simple kinds of behaviours, instrumental conditioning is more 
helpful in explaining complex, goal-directed activities. 

The name closely associated with instrumental (operant) conditioning is that of the American psycholo- 
gist B.E Skinner. According to Skinner, most individual learning occurs in a controlled environment in which 
individuals are ‘rewarded’ for choosing an appropriate behaviour. In consumer behaviour terms, instrumen- 
tal conditioning suggests that consumers learn by means of a trial-and-error process in which some purchase 
behaviours result in more favourable outcomes (i.e. rewards) than other purchase behaviours. A favourable 
experience is instrumental in teaching the individual to repeat a specific consumption behaviour. 

Like Pavlov, Skinner developed his model of learning by working with animals. Animals such as rats and 
pigeons were placed in his ‘Skinner box’; if they made appropriate movements (e.g. depressed levers or pecked 
keys) they received food (a positive reinforcement). Skinner and his many adherents have done amazing things 
with this simple learning model, including teaching pigeons to play ping-pong, to dance, and even to act as 
the guidance system in a missile. In a marketing context, the consumer who tries several brands and styles of 
jeans before finding a style that fits her figure (positive reinforcement) has engaged in instrumental learning. 
Presumably, the brand that fits best is the one she will continue to buy. The instrumental conditioning process 
is presented in Figure 6.4. It details the learning process of trying different brands and the various outcomes 


(responses) that accompany trying the different stimuli (brands). 
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Positive and negative reinforcement 
Skinner distinguished two types of reinforcement (or reward) that influence the chances that a response will 
be repeated. The first type, positive reinforcement, consists of events that strengthen the likelihood of a 
specific response. Using a shampoo that leaves your hair feeling silky and clean is likely to result in repeti- 
tion of the shampoo purchase. Negative reinforcement is an unpleasant or negative outcome that also serves 
to encourage a specific behaviour. For example, an American Express ad that shows a pickpocket stealing a 
holiday-maker’s wallet is likely to encourage consumers to buy travellers’ cheques. Negative reinforcement 
should not be confused with punishment, which is designed to discourage behaviour. Parking tickets are not 
negative reinforcement: they are a form of ‘punishment designed to discourage drivers from parking illegally. 
Fear appeals in ad messages are examples of negative reinforcement. Life insurance commercials, warning 
husbands that in the event of sudden death their wives will be left penniless widows, rely on negative rein- 
forcement to encourage the purchase of life insurance. Marketers of headache remedies use negative 
reinforcement when they illustrate the unpleasant symptoms of an unrelieved headache, as do marketers of 
mouthwash when they show the loneliness suffered by someone with bad breath. In each of these cases the 


consumer is encouraged to avoid the negative consequences by buying the advertised product. 


Forgetting and extinction 

When a learned response is no longer reinforced, it diminishes to the point of extinction: that is, to the point 
at which the link between the stimulus and the expected reward is eliminated. If a consumer is no longer 
satisfied that her hair is silky smooth after using a brand of shampoo, the link between the stimulus (shampoo) 
and the response (silky smooth hair) is no longer reinforced. When behaviour is no longer reinforced, it is 
‘unlearned’, which is different from forgetting. Forgetting is often related to the passage of time and is caused 
by lack of use, rather than lack of reinforcement. It is a process of decay. A consumer may not visit a previ- 


ously favoured cafe for a long time and simply forget that he used to enjoy eating there. 


Massed or distributed learning 

Another important influence on consumer learning is timing. Should a learning schedule be spread over a 
period of time (distributed learning) or should it be ‘bunched up’ all at once (massed learning)? The question 
is an important one for advertisers planning a media schedule; while massed advertising produces more initial 


learning, a more dispersed schedule usually results in learning that persists longer. When advertisers want an 
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immediate impact (e.g. to introduce a new product or to counter a competitor's blitz campaign), they gener- 
ally use a massed schedule. However, when the goal is long-lasting repeat buying on a regular basis, a distrib- 
uted schedule is preferable. Car makers use a combination of the two: they use concentrated (massed) 
advertising during the first few weeks of a new model’ life, then distributed (drip-feed) advertising over the 
rest of the product life cycle, possibly punctuated by bursts of massed advertising.” 


Evaluation of instrumental conditioning 

Instrumental learning theory applies to many situations in which consumers learn about products, services 
and stores. For example, when Amanda O’Brien moved to Melbourne, she learned which stores carried the type 
of clothing she liked, at prices she could afford by shopping in a number of stores, and looking for the colours, 
sizes and styles she preferred at prices she was able to pay. Once she found a store that carried clothing that 
met her requirements, she tended to patronise that store to the exclusion of others. Every time she purchased 
a top or a dress there that she really liked, her store loyalty was rewarded (reinforced) and her store patron- 
age (i.e. shopping behaviour) more likely to be repeated. 

Critics of instrumental learning theory point out that a considerable amount of learning takes place in the 
absence of direct reinforcement, either positive or negative. We do not have to be arrested to know that we 
should obey the law. We learn a great deal through a process psychologists call modelling or observational 
learning (also called vicarious learning). We observe the behaviour of others, remember it and imitate it. 
Instrumental theorists argue that children learn in this way because they can imagine a reward and therefore 
imitate the behaviour that leads to it. But critics maintain that instrumentalists confuse learning and perfor- 
mance (behaviour). Both children and adults learn a great deal that they do not act upon. 

Some researchers argue that because instrumental learning theory views behaviour as a result of environ- 
mental manipulation rather than cognitive processes, it is applicable only to products that have little personal 
relevance or importance to the consumer. Other marketers claim that instrumental learning theory is applic- 
able to products of both high and low relevance to the consumer.'* (The question of product relevance is 


discussed later in the chapter in connection with involvement theory.) 


» Cognitive learning theory 


EY 
Not all learning takes place as the result of repeated trials. A considerable amount of learning takes place as 


the result of consumer thinking and problem-solving. Sudden learning is also a reality. When confronted with 
a problem, we sometimes see the solution instantly. More often, however, we are likely to search for infor- 
mation on which to base a decision, and carefully evaluate what we learn in order to make the best decision 
possible for our purposes. Learning based on mental activity is called cognitive learning. 

Cognitive learning theory holds that the kind of learning most characteristic of human beings is problem 
solving, which enables us to gain some control over our environment. Unlike behavioural learning theory, 
cognitive theory holds that learning involves complex mental processing of information. Instead of stressing 
the importance of repetition or the association of rewards with a specific response, cognitive theorists empha- 


sise the role of motivation and mental processes in producing a desired response. 


INFORMATION PROCESSING 


Just as a computer processes information received as input, so too does the human mind process the infor- 
mation it receives as input. Information processing is related to both the consumer's cognitive ability and the 
complexity of the information to be processed. Consumers process product information by attributes, brands, 


comparisons between brands, or a combination of these factors. While the attributes included in the brand’s 
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message and the number of available alternatives influence the intensity of information processing, consumers 
with a higher cognitive ability apparently acquire more product information and are more capable of inte- 
grating information on several product attributes than consumers with less ability. Individuals also differ in 
terms of imagery—that is, in their ability to form mental images—and these differences influence their ability 
to recall information.'? Individual differences in imagery processing can be measured with tests of imagery vivid- 
ness (the ability to evoke clear images), processing style (preference for, and frequency of, visual versus verbal 
processing), and tests of daydream (fantasy) content and frequency.!° Australian research has shown that one 
reason why some brands have low awareness is a lack of salience, or distinctiveness as a brand.’ 

The more experience consumers have with a product category, the greater their ability to make use of 
product information. Greater familiarity with the product category also increases cognitive ability and learning 
during a new purchase decision, particularly with regard to technical information.'® This suggests that adver- 
tising of technical features and technical evaluations of products (e.g. by magazines such as Choice magazine) 
has greater impact on the purchase decisions of consumers who are already knowledgeable about the product 


category. 


How consumers store, retain and retrieve information 
Of central importance to the processing of information is human memory. A basic research concern of most 
cognitive scientists is discovering how information gets stored in memory, how it is retained and how it is 


retrieved. 


The structure of memory Since information processing occurs in stages, it is generally believed that there are 
separate ‘storehouses’ in the memory where information is kept temporarily while waiting to be processed 


further: a sensory store, a short-term store and a long-term store. 


§ Sensory store. All data come to us through our senses; however, the image of a sensory input lasts for just 
a second or two in the mind’s sensory store. For example, after staring at a TV image for a few seconds and 
then looking away, we retain an after-image. That after-image, though very short-lived, is packed with more 
information than we tend to use or process further. We subconsciously block out a great deal of informa- 
tion. For marketers this means that, although it is relatively easy to get information into the consumer's 
sensory store, it is difficult to make a lasting impression. 

H Short-term store. The short-term store is the stage of real memory in which information is processed and 
held for just a brief period. Anyone who has ever looked up a number in a telephone book, only to forget 
it just before dialling, knows how briefly information lasts in short-term storage. If information in the 
short-term store undergoes the process known as rehearsal, it is then transferred to the long-term store. 
(Rehearsal can be defined as the silent, mental repetition of material.) The transfer process takes 2-10 
seconds. If information is not rehearsed and transferred, it is lost in about 30 seconds or less. The amount 
of information that can be held in short-term storage is limited to four or five items. Through chunking of 
information, we can easily store more items, a fact exploited by Domino's pizza with its 131 888 phone 
number. 

ll Long-term store. In contrast to the short-term store, where information lasts only seconds, the long-term 
store retains information for relatively extended periods of time. Although it is possible to forget something 
a few minutes after the information has reached long-term storage, it is more common for data in long- 
term storage to last for days, weeks, even years. Almost all of us, for example, can remember the name of 
our first-grade teacher. Figure 6.5 depicts the transfer of information received by the sensory store, through 


the short-term store, to long-term storage. 
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Rehearsal and encoding 

How much information is available for delivery from the short-term store to the long-term store depends on 
the amount of rehearsal given to it. Failure to rehearse an input, either by repeating it or by relating it to other 
data, can cause fading and eventual loss of the information. Information can also be lost because of competi- 
tion for attention. For example, if the short-term store receives a number of inputs simultaneously from the 
sensory store, its capacity may be reduced to only two or three pieces of information. 

The purpose of rehearsal is to hold information in short-term storage long enough for encoding to take place. 
Encoding is the process by which we select and assign a word or visual image to represent a perceived object. 
Marketers, for example, help consumers encode brands by using brand symbols. The Commonwealth Bank 
uses the highly visual logo designed by Ken Cato and described by one wag as ‘a Salada dipped in Vegemite’. 
(Actually, the symbol is a stylised version of the Southern Cross in the Bank’s traditional colours.) The 
St George Bank also uses a visually memorable logo by incorporating a dragon. A memorable brand name, 
such as Uncle Tobys, can also aid in the consumer’ encoding process. 

‘Learning’ a picture takes less time than learning verbal information, but both types of presentation are 
important in forming an overall mental image. A print ad with both an illustration and body copy is more 
likely to be encoded and stored than an illustration without verbal information. A study that examined the 
effects of visual and verbal advertising found that when advertising copy and illustrations focus on different 
product attributes, the illustrations disproportionately influence consumer inferences.'? Another study found 
that high-imagery copy was more likely to be recalled whether or not it was accompanied by an illustration, 
but that illustrations were important for audience recall when verbal imagery was low.”° Not only visual cues 
add to the processing ability of consumers; other non-verbal elements such as music influence processing and 
memory. Research findings suggest that musical cues evoke even more responses involving images and visual 
associations than verbal cues.*! 

Researchers have found that the encoding of a commercial is related to the context of the TV program 
during which it is shown. Some parts of a program may require viewers to commit a larger portion of their 
cognitive resources to processing (e.g. a dramatic event versus a casual conversation). When viewers commit 
more cognitive resources to the program itself, they encode and store less of the information conveyed by a 
commercial. Thus, ads positioned in a dramatic program setting may be more effective with a relatively low 
level of elaboration.** 

In relation to processing communications men and women exhibit different encoding of communication. 
For example, women have been found to be more likely than men to recall TV commercials portraying a social 
relationship theme. However, no differences seem to exist in the frequency of recall among men and women 


for commercials that focus on the product in isolation of people.’ 
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Importantly, however when consumers are presented with too much information (called information 
overload), they may encounter difficulty in encoding and storing it all. It has been argued that consumers 
can become cognitively overloaded if they are given a lot of information in a limited time. The result of this 
overload is confusion, resulting in poor purchase decisions. A study conducted by one of the authors showed 
that children could recall fewer details of television advertising when commercials were shown in large blocks.” 
Other research found that consumers make less effective choices when presented with too much information 
(also with too much high-quality information).”° This finding is consistent with the notion of information 
overload. Critics of the overload research suggest that choice accuracy only decreases when more alternatives 
are added to the decision; they demonstrate that accuracy actually increases when more attributive informa- 
tion is provided.° One of the difficulties in this type of research, however, is the definition of choice accuracy— 
or a ‘good’ decision.*’ 

Retention of information by consumers is vital to marketers. Information doesn’t just sit in a long-term 
storage, waiting to be retrieved. Instead, information is constantly being organised and reorganised as new 
links between chunks of information are forged. In fact, many information processing theorists view the long- 
term store as a network consisting of nodes (i.e. concepts) with links among them. Figure 6.6 is a represen- 
tation of long-term storage of information about personal computers, showing nodes (e.g. models, monitors, 
manufacturers, modems, software, operating systems, printers) connected by links (e.g. for software: word 
processing, databases, graphics, games, spreadsheets). As we gain more knowledge of computers, we expand 
our network of relationships, and sometimes our search for additional information. This process is known as 
activation, which involves relating new data to old to make the material more meaningful. Our memory of 
the name of a product may also be activated by relating it to the spokesperson used in its advertising. The total 
package of associations brought to mind when a cue is activated is called a schema. 

Product information stored in memory tends to be brand-based, and consumers interpret new information 
in. a manner consistent with the way it is already organised.** Consumers are confronted with thousands of 
new products each year, and their information search often depends on how similar or dissimilar (discrepant) 
these products are to product categories already stored in memory. One study found that, at a moderate level 
of discrepancy, consumers are more likely to examine a relevant set of attributes in greater depth than search 
for new information on a broad range of attributes.”? 

Consumers are also able to recode what they have already encoded to include larger amounts of informa- 
tion (chunking). People who are new to a computer keyboard must type letter by letter. Those with more expe- 
rience type in chunks of whole words or phrases. It is important for marketers to discover the groupings 
(chunks) of information that consumers can handle. Recall may be hampered if the chunks offered in an adver- 
tisement do not match those in the consumer's frame of reference. The degree of prior knowledge is an impor- 
tant consideration. Experts can take in more complex chunks of information. Thus, the amount and type of 
information in a computer ad can be much more detailed in a magazine such as Australian Personal Computer, 
BYTE (now only avaliable in Japan and Germany), or online magazines such as BYTE.com, than in a general 
interest magazine such as Time. Learning through advertisements is a common activity of consumers and one 
used often by marketers in a wide variety of product categories. Figure 6.7 (page 194) shows two ads stressing 
consumer learning for the same brand of paper towel. The visual is the same and the same information is being 
conveyed via different copy so that the consumer will learn the key features of the advertised brand. 

Information is stored in long-term memory in two ways: episodically (i.e. by the order in which it is 
acquired) and semantically (according to significant concepts). Thus, we may remember having gone to a film 
last Saturday because of our ability to store data episodically, and we may remember the plot, the stars and 


the director because of our ability to store data semantically. Many learning theorists believe that memories 
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Conceptualisation of long-term storage of personal computer information 
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stored semantically are organised into frameworks by which we integrate new data with previous experience. 
Consumers with more knowledge, product experts, are more likely to integrate this information into frame- 
works than lower-knowledge consumers.” For information about a new model of fax machine to enter long- 
term memory, we would need to relate it to our previous experience with fax machines in terms of speed, 


print, quality, resolution, memory and automatic feeding qualities. 


Information retrieval 

Fundamentally, information retrieval is the process by which consumers recover information from long-term 
storage. Most people have had the experience of not being able to recollect something with which they are quite 
familiar. Information-processing theorists look on such forgetting as a failure of the retrieval system. There is 
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research evidence that suggests retrieval from memory is a rather simple process. For example, it is widely 
believed that consumers remember the product's benefits rather than its attributes. However, they do not auto- 
matically form a mental link between attributes and benefits. Furthermore, they retrieve different numbers of 
attributes under various conditions.*! The marketing implications of these findings suggest that advertising 
messages are most effective when they combine the product’ attributes with the benefits (discovered through 
research) that consumers seek in the product, and clearly provide the linkage between the two. 

Motivated consumers are likely to spend time interpreting and elaborating on information they find 
relevant to their needs; thus, they are likely to activate such relevant knowledge from long-term memory.°** 
When consumers lack the ability to engage in extensive information processing, however, relatively low- 
level information may become influential, particularly when motivation is high.°* When people retrieve infor- 
mation, they rarely search for negative information, though they do sometimes search for disconfirming 
information.** 

The greater the number of competitive ads in a product category, the lower the recall of brand claims in a 
specific ad. These interference effects are caused by confusion with competing ads, and result in a failure to 
retrieve.*? One study found that ads can act as retrieval cues for a competitive brand.*° This was seen when 
consumers attributed the long-running and attention-getting television campaign featuring the Eveready 
Energizer Bunny to Eveready’s competitor, Duracell. 

Advertisements for competing brands or for other products made by the same manufacturer can lower 
the consumer's ability to remember advertised brand information. Such effects occur in response to even a 


small amount of advertising for similar products. Consumers can also forget brand information in response 
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to interference, depending on previous experiences, prior knowledge of brand attribute information, and the 
amount of brand information available at the time of choice.>” There are actually two kinds of interference. 
New learning can interfere with the retrieval of previously stored material, and old learning can interfere with 
the recall of recently learned material. With both kinds of interference, the problem is the similarity of old and 
new information. Advertising that creates a distinctive brand image can help consumers retain and retrieve the 
message more effectively. 

There are times when a marketer would prefer that retrieval did not take place. This is particularly true 
when negative information or an unfounded rumour is publicised. In a laboratory simulation of the rumour 
that there were worms in McDonald’s hamburgers, a refutational message that did not specifically mention 
the rumour was found to be more effective than a message that did. The refutational comment that specifi- 


cally denied the existence of worms actually triggered the retrieval of the original rumour.*® 


Limited and extensive information processing 

For a long time, consumer researchers believed that all consumers passed through a complex series of mental 
and behavioural stages in arriving at a purchase decision. These stages ranged from awareness (exposure to 
information), to evaluation (preference, attitude formation), to behaviour (purchase), to final evaluation 
(adoption or rejection). This same series of stages is often presented as the consumer adoption process (see 
Chapter 15). 

A number of models have been developed over the years to express the same notion of sequential process- 
ing of information by consumers (see Figure 6.8). Initially, marketing theorists believed that such sequential, 
extensive and complex processing of information by consumers was applicable to all purchase decisions. 
However, on the basis of their own subjective experiences as consumers, some theorists began to realise that 
there were many purchase situations that simply did not call for extensive information processing and evalu- 
ation, that sometimes consumers simply went from awareness of a need to a routine purchase, without a whole 
lot of information search and mental evaluation. Such purchases were considered of minimal personal rele- 
vance as opposed to highly relevant search-oriented purchases. Purchases of minimal personal importance 
were called low-involvement purchases, and complex, search-oriented purchases were considered high- 
involvement purchases. 

The following section describes the development of involvement theory and discusses its applications to 


marketing strategy. 


INVOLVEMENT THEORY 


Much of the early work on involvement theory focused on the tendency of individuals to make personal con- 
nections between their own life and the stimulus object (an ad or a brand). The focus was on the personal 


FIGURE 6.8 | Models of cognitive learning 
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relevance and the amount of cognitive resources used in processing information about the stimulus. The early 
involvement theories related to the area of advertising and consumer behaviour incorporated concepts from 
a stream of research called hemispheral lateralisation, or split-brain theory. The basic premise of split-brain 
theory is that the right and left hemispheres of the brain ‘specialise’ in the kinds of information they process. 
The left hemisphere is said to be primarily responsible for cognitive activities, such as reading, speaking and 
attributional information processing. The right side of the brain is responsible for non-verbal, timeless, picto- 
rial and holistic information. In this area of research it was argued that activities, such as viewing television, 
were fairly passive and less involving and controlled by the right-brain. Activities such as reading print media 
were more involving and were controlled by the left-brain.°? However, some research suggests that the brain 
is actually more flexible and less specialised than these earlier studies implied. According to Australian psychol- 


ogist John Bradshaw: 


... it is far too simplistic to claim that an individual is either characterized by a left hemisphere analytic or 


right hemisphere holistic cognitive style.*° 


A more contemportary view of involvement argues that products mean different things to different people, 
and that consumers form differing attachments to them. An individual's attachments may be quite different 
from their family or friends in intensity and nature. Understanding consumers’ varying attachments, how they 
form, are maintained and are influenced is of interest to consumer researchers and marketers alike. In an 
attempt to more fully understand the behaviour of consumers related to possessions, consumer researchers have 
often used the construct of ‘involvement’. In consumer behaviour different types of involvement occur for 
ditterent objects that are the focus of a consumer's involvement.*! A consumer can be involved not only with 
a product, but also with consumption of the product and purchase decisions (or the process of purchasing) 
for the product and advertisements (or communications) for the product. It is believed that together these 
different involvement types can form an overall profile of consumer involvement that encompasses purchas- 
ing and consumption occasions or they can be treated as separate types of involvement that focuses on a 
particular consumer-object context.*” 

A general framework showing key factors of consumers becoming involved with an ad or a brand, and the 
corresponding elements of involvement, are shown in Figure 6.9. The framework includes antecedents and 


moderating factors that result in a potential set of responses, as well as aspects of the stimulus that will either 


FIGURE 6.9 | A general framework for predicting the likelihood that a consumer will become involved with an 
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encourage or discourage involvement, and finally the consequences of becoming more or less involved. As 
such, we may see involvement as the extent to which the consumer views the focal object as a central part of 
their lite, a meaningful and engaging object in their life and important to them. High involvement implies a 
positive and relatively complete engagement of core aspects of the self in the focal object, whereas no or very 
low involvement implies a separation (apathy or automaticity toward) of the self from the focal object. Funda- 
mentally, consumers become involved in a particular object or stimulus when they perceive its potential for 


satisfying salient higher-order psychological needs.*? 


Antecedents 

There are three antecedents present in the framework: the person, the situation and the product/stimulus. 
These antecedents serve to drive a consumer's involvement towards an advertisement or an advertised product. 
The person component captures the amount of interest a consumer has in the product category. If the product 
is personally relevant for consumers, they are more likely to become involved in information about that 
product. For instance, a consumer who is an expert on Australian wines is likely to become involved in infor- 
mation about the latest vintage. In fact, higher-knowledge consumers generally are more involved in the 
product category.** 

The situation component captures the importance or personal relevance of the occasion the consumer faces. 
If the product is to be used as a tool for communicating something about yourself to others, involvement may 
increase. For instance, if a bottle of wine is to be presented to your boss upon arrival at a dinner party, you 
will be more likely to involve yourself with product information than if the wine is intended for a casual 
dinner at home. 

The product/stimulus component of the framework captures the aspects of the product category or an adver- 
tisement that could potentially encourage or discourage involvement. To the degree that there is perceived 
financial, social or physical risk involved in the consumption of the product, involvement is expected to 
increase. More expensive products are usually, but not always, more involving because of the financial impli- 
cations of an incorrect decision. An increase in perceived social risk can also be a catalyst for increasing involve- 
ment. Social risk is heightened when the product is consumed publicly. 

In reality a situation can be a stimulus, just as a product or brand can be a stimulus. Importantly, the 
stimulus may also serve to increase the involvement of the consumer. 

Attempting to increase consumer involvement is often a primary concern of marketers. A study found that 
when consumers scanned a print ad, 52% of their time was spent looking at the photo of the character in the 
ad, 48% of their time looking at the tag-line or heading in the advertisement, and virtually no time looking 
at the photo of the product itself or the supporting text.” If one of the objectives of the ad is to encourage the 
involvement of relatively uninvolved consumers, then the stimulus designed to increase their involvement 
should be included in the tag-line or the photo. The study also indicated that more time was spent looking 
at the right side of the page. A common method of manipulating involvement is to make the scanned items 
(tag-line or photo) personally relevant to the target consumer. There is also the issue of the medium used to 
present a message—some researchers have argued that television is a more involving medium than print,*° while 


others have argued the opposite.*’ 


Moderating factors 

The are many factors that influence the growth or decline of involvement for consumers. In reality, certain 
conditions may exist that limit the degree to which consumers become involved in a product category even 
though they may be predisposed by the antecedents to a high level of involvement. Such factors are generally 


termed moderating factors or variables. Two commonly identified moderating factors are: the opportunity to 
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process the information and the ability to process the information. The opportunity to process the information 
refers to other cognitive demands or distractions in the environment during presentation of the information. 
Other tasks may be of more immediate importance during presentation and inhibit a higher level of involve- 
ment with the stimulus. For instance, a consumer may be driving past a billboard that would normally involve 
him, but the traffic situation distracts him from the information. Distracting consumers has been used as an 
experimental manipulation to reduce the level of involvement with information.*® The ability to process refers 
to whether the consumer possesses the required knowledge and familiarity with the product category to under- 


stand the information presented. 


The degree of involvement 

A consumers’ degree of involvement is characterised by three properties: intensity, direction and persistence. 
Involvement intensity refers to the degree of involvement felt by the consumer. This intensity level is often 
referred to as high or low, but is best thought of as a continuum. The direction of involvement refers to the 
target of the involvement intensity level. This is the stimulus towards which the involvement is channelled, 
not the cues that encouraged involvement initially. For instance, the tag-line in an advertisement might have 
been the catalyst for your involvement with the information, but you become involved in the text itself. In the 
study mentioned earlier where consumers scanned advertisements, there was also a segment of consumers 
who paid sustained attention to the ads. In this segment the consumer initially looked at the headline and the 
photo of the character, and then spent an equivalent amount of time looking at the body of the text and 
the photo of the product itself. 

Involvement persistence refers to the duration of the involvement intensity. For long-time football enthu- 
siasts, wine connoisseurs or photography buffs the persistence of their involvement with the associated category 
will be much longer than the temporary involvement with automobiles experienced when purchasing your first 
car.*? The enduring type of involvement persistence is usually accompanied by a large body of knowledge 
about the product category acquired over time. The situational type of involvement persistence will be accom- 
panied by a short-term collection of knowledge about the product category which may quickly fade after the 


situation abates (i.e. the car is purchased). 


Consumer responses 

Within the consumer behaviour context much attention has been given to involvement induced responses. This 
notion identifies a set of responses that are derived primarly from a consumer’s level of involvement. In the 
context of the discussion above, one set of responses is information search and information processing. As such, 
the response factors refer to the influence of the level of involvement on information search, information 
processing such as elaboration, attitude formation and persuasion (or attitude change) and memory. A highly 
involved consumer is assumed to search for more information, find fewer acceptable alternatives, and use a 
greater number of choice criteria than consumers at a lower level of involvement.?? High-involvement purchases 
are those that are very important to the consumer?’ and thus provoke extensive problem solving. A car and 
an anti-dandruff shampoo may both represent high-involvement purchases under this scenario—the car because 
of high perceived financial risk, the shampoo because of high perceived social risk. Low-involvement purchases 
are not very important to the consumer, hold little relevance and little perceived risk, and thus provoke very 
limited information processing. Three theories that illustrate the concepts of extensive and limited problem 


solving for high- and low-involvement consumers in purchase situations are: 


f the central and peripheral routes to persuasion theory 
H social judgment theory 


# informational/transformational theory. 
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Central and peripheral routes to persuasion The major premise of the central and peripheral routes to 


persuasion theory is that individuals are more likely to weigh information about a product carefully, and | 
devote considerable cognitive effort to evaluating it, when they are highly involved with the product | 
category.** The theory suggests that there is a strong likelihood that consumers will carefully evaluate the 
merits and/or weaknesses of a product when the purchase is very relevant to them. Conversely, the like- 
lihood is great that consumers will engage in a very limited information search and evaluation when the 
purchase holds little relevance or importance for them. Thus, for high-involvement purchases, the central 
route to persuasion, provoking considered thought about the product, is likely to be a highly effective 
marketing strategy. For low-involvement purchases, the peripheral route to persuasion is likely to be more 
effective. In this instance, because the consumer is less motivated to exert cognitive effort, learning is 
more likely to occur through repetition, the passive processing of visual cues and holistic perception. Such 
message appeals can be seen below in Figure 6.10 with two ads displaying strong content for those more 
involved (the product is very relevant and important) and the other using more peripheral cues (image and 


minimal copy). 


/ FIGURE 6.10 Advertisements showing different message strategies of content versus peripheral cues 
‘HERRON’ Cushion 
the pain of 


osteoarthritis. 


OsteoEze from Herron, softens the impact 
of osteoarthritis on your life. It works quite 
differently to ordinary pain relievers and anc- 
inflammatory drugs by targeting and delivering 
a concentrated dose of glucosamine to the 


painful joint. 


FORE 


Inside the human body, glucosamine is an 
essential building block for the long structural 
chains within cartilage, which give joints thex 


cushioning effects. 


AFTER 
By supplementing the body's own supply of 
glucosamine, OsteoEze from Herron has been 
shown to reduce the pain and swelling of 
osteoarthritis and improve joint mobility. 
Try it now and feel the difference. 


6) HERRON’ 


OsteoEze” 


For the temporary relief of pain in people Gagmose¢ 
with osteoarthritis. Use only as 
See your healthcare professional if pan peas 
CHC 3080$-00/10 HRN2144/00/YG DOS 


Growing the Glucosamine Market for Pharmacy 


WHORG 
BEVER 
HOLES 


ORDER FROM YOUR LOCAL ALLIED PHARMACY SALES BROKER 


NSW QLD SA TAS vic WA 


Tel: (02) 98040111 Tel: (07) 3875 2922 Tel: (08) 8354 2755 Tel: (03) 6376 2277 Tel: (03) 9761 0570 Tel: (08) 9451 3299 
Fax: (02) 98040333 Fax: (07) 38752401 — Fax: (08) 8354 2766 Fax: (03) 6376 2278 Fax: (03) 9762 7973 Foc (08) 9451 3699 


Source: Courtesy of Giorgio Beverly Hills Inc., the registered trademark 
Source: Courtesy of Herron Pharmaceuticals. and copyright owners of Giorgio Beverly Hills. 
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A number of researchers have addressed the high-relevance/high-involvement, low-relevance/low- 
involvement theory of consumer information processing. For example, several studies indicate that high 
involvement with an issue produces more extensive processing of information: in these situations, the quality 
of the argument presented in the persuasive message is very influential in the decision outcome.’ That would 
explain why highly involved consumers tend to use more attributes to evaluate brands than less involved 
consumers, who apply very simple choice rules (i.e. they make quick and effortless decisions) when the 
purchase is not important, and when it is purchased frequently and presents very little perceived risk.** Highly 
involved consumers also generate more negative evaluations of the product information and have a greater 
latitude of rejection.°? 

The elaboration likelihood model (ELM) suggests that a person's level of involvement during message 
processing is a critical factor in determining which route to persuasion is likely to be effective. For example, 
as the message becomes more personally relevant (as involvement increases), people are increasingly willing 
to expend the cognitive effort required to process the message arguments. Thus, when involvement is high, 
consumers follow the central route and base their attitudes and choices on the message arguments. When 
involvement is low, they follow the peripheral route and rely more heavily on other message elements (e.g. 
background music) to form attitudes or make product choices. 

The marketing implications of the two-routes-to-persuasion theory is that, for high-involvement purchases, 
marketers should use arguments stressing the strong, solid, high-quality attributes of their products, thus util- 
ising the central (i.e. highly cognitive) route. For low-involvement purchases, marketers should use the periph- 
eral route to persuasion, focusing on the method of presentation rather than the content of the message 
(e.g. through the use of celebrity spokespersons or highly visual and symbolic advertisements).°° The two 


different message appeals can be seen above in Figure 6.10. 


Social judgment theory The central premise of social judgment theory is that our processing of information 
about an issue is determined by our involvement with the issue.’ Individuals who are highly involved with 
an issue and have a strong or definite opinion about it will accept very few alternative opinions (i.e. they will 
have a narrow latitude of acceptance and a wide latitude of rejection). Highly involved individuals will inter- 
pret a message that is congruent with their position as more positive than it actually is (the assimilation 
effect), and one that is not congruent as more negative than it actually is (the contrast effect). 

Those who are uninvolved with an issue will be more receptive to arguments for and against (they will have 
a wide latitude of acceptance) or will take no position at all (a wide latitude of non-commitment). 

The marketing implications of social judgment theory suggest that highly involved consumers find fewer 
brands acceptable (they are narrow categorisers) and are likely to interpret messages about these brands in a 
manner congruent with their previous experiences and opinions about the product. The uninvolved consumer 
is likely to be receptive to a greater number of messages regarding the purchase and will consider more brands 
(be a wide categoriser).°° This type of person is less likely to be brand-loyal and is a likely target for brand 
switching. 

Within informational/transformational theory the involvement dimension should be combined with a 
dimension of consumer motivation. Two basic types of motivation—informational and transformational—are 
involved. 


Informational motivation is seen essentially as negative motivation, which in turn consists of five types: 


! problem removal 
i problem avoidance 


/ incomplete satisfaction 
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! mixed approach/avoidance 


“ normal depletion (i.e. out of stock). 


In contrast, transformational motivation is seen essentially as positive motivation and involves three 
subtypes: 


sensory gratification 
1 intellectual stimulation 


"social approval. 


Table 6.1 shows the four categories of high-low involvement and transformational vs informational. It lists 
some Australian advertising campaigns that could be categorised into each type. A marketer using this theory 
would develop different advertising strategies for each type. For example, for low-involvement, informational 
campaigns it is not necessary for advertising to be well liked. In the past Colgate ran the now famous ‘Mrs 
Marsh’ campaign. The ‘Mrs Marsh’ campaign for Colgate Fluorigard showed chalk dipped in blue ink to high- 
light the brand’s performance. This is an example of an ad that was not popular but was well understood. More 
recently Colgate has shown children at the beach, using two sea shells to highlight the brand’s performance. 


TABLE 6.1 | Informational/transformational theory of involvement®® 


Informational Transformational 


Low-involvement Colgate Fluorigard Coca-Cola 
Dynamo Laundry Liquid Peps! Max 
WD-40 smith’s Lites 

High-involvement Bank home loans Club Med 
Advanced Hair Studios Holden Barina 
Medibank ‘I feel better now’ Mazda Eunos 


Memory 
Memory of an ad and attitude towards the ad are also affected by viewer involvement with the television 
program seen before and after the ad. Research indicates that involvement had a positive effect on memory 
for an ad and attitude towards the ad as involvement increased from low to moderate levels. However, as 
involvement increased to high levels, memory for an ad and attitude towards the ad decreased. This inverted- 
U relationship is found with ads seen in a television program, but not when the ad is set in a magazine article. 
The relationship between involvement with a magazine article and memory for an ad is negative and linear. 
As consumers become more involved in the magazine article, they remember less about the ad.°! 
Involvement also affects the information retrieved from memory during decision-making. Research indi- 
cates that consumers will rely on past evaluations more when in a low-involvement state, or when the eval- 
uation was made in a more involved state, while more involved consumers search memory for relevant 
information and will evaluate the brands with this information.®? In other words, low-involvement consumers 
may make the same decision time and time again, while more involved consumers may make different deci- 
sions based on the information, not past evaluations, retrieved from memory. Finally, research also suggests 
that consumers in a low-involvement state are less likely to remember the source of information and may be 
susceptible to the sleeper effect (discussed in Chapter 7) and the truth effect. The truth effect occurs when 


simply repeating information results in consumers believing that the information is more veritable. 
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Measures of involvement 

There are at present a wide variety of measures of involvement, including measures specific to a particular 
context or object and others argued to be more generic and useful across situations and objects. There are 
measures of product, purchase decision and advertising, as well as enduring, situational and ego. Researchers 
who regard involvement as a cognitive state are concerned with the measurement of ego involvement, risk 
perception, and purchase importance. Researchers who focus on the behavioural aspects of involvement 
rneasure such factors as the search for and evaluation of product information. Others argue that involvement 
should be measured by the degree of importance the product has to the buyer. 

Because of varying conceptualisations of involvement, some researchers believe that it makes more sense 
to develop an involvement profile, rather than to measure a single involvement level. This view is consistent 
with the notion that involvement should be measured on a continuum, rather than as a dichotomy consist- 
ing of two mutually exclusive categories of ‘high’ and ‘low’ involvement.®* Table 6.2 presents some of the 
various measures designed to measure involvement. Table 6.2 shows a personal involvement inventory devel- 
oped by Judith Zaichkowsky to measure a consumer's involvement with advertising for a product. It also 
shows a measure of involvement with the purchase decision developed by Banwari Mittal and measures of 
product and purchase decision developed by one of the authors. 


TABLE 6.2 | Various measures of involvement 


Mittal’s Purchase-decision Involvement Scale? 


In selecting from many types and brands of this product available in the market, would you say that: 


| would not care at all l 2 3 4 5 6 / | would care a great deal 
as to which one | buy as to which one | buy 


Do you think that the various types and brands of this product available in the market are all very similar or are all very 
different? 


They are alike l 2 > 4 a 6 i They are all different 


How important would it be to you to make a right choice for this product? 


Not at all important l Z 3 4 S 6 / Extrememly important 


In making your selection of this product, how concerned would you be about the outcome of your choice? 


Not at all concerned I 2 3 4 9 6 } Very much concerned 


Zaichkowsky Product Involvement Inventory? 


Important | Z 3 4 9 6 / Unimportant* 
Boring 2 3 4 ; 6 / Interesting 
Relevant 1 2 3 4 . 6 / Irrelevant* 
Exciting l 2 3 4 5 6 ] Unexciting* 
Means nothing to me l 2 3 4 a 6 / Means a lot to me 


(continues) 
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Appealing l 2 3 4 5 6 / Unappealing* 
Fascinating l 2 3 4 5 6 / Mundane* 
Worthless | 2 3 4 a 6 / Valuable 
Involving l 2 3 4 9 6 / Uninvolving* 
Needed l Z 3 4 5 6 / Not needed 


Product Involvement® 

e Fashion clothing means a lot to me. 

e Fashion clothing is a significant part of my life. 

e | have a very strong commitment to fashion clothing that would be difficult to break. 
¢ | consider fashion clothing to be a central part of my life. 

e | think about fashion clothing a lot. 

e For me personally fashion clothing is an important product. 

e | am very interested in fashion clothing. 


° Some individuals are completely involved with fashion clothing, attached to it, absorbed by it. For others fashion clothing 
is simply not that involving. How involved are you with fashion clothing? 


e | am very much involved in/with fashion clothing. 
e | find fashion clothing a very relevant product in my life. 


Purchase Decision Involvement 
e Making purchase decisions for fashion clothing is significant to me. 


¢ Some individuals become completely involved or engrossed in making purchase decisions for fashion clothing. For others 
purchase decisions for fashion clothing are not that involving. How involved do you feel in making purchase decisions for 
fashion clothing? 


e Purchase decisions for fashion clothing are very important to me. 
e | attach great importance to purchasing fashion clothing. 

e | like being involved in making purchases of fashion clothing. 

e The purchase of fashion clothing is important to me. 

e Purchasing fashion clothing is significant to me. 


Measures are based on a six-point likert-type scale from strongly agree to strongly disagree. 
Measure Is argued to be applicable to products, purchase decisions, advertising and consumption. 


* denotes item reversed scored 

Sources: 

4 Banwari Mittal, ‘Measuring purchase-decision involvement’, Psychology & Marketing 1989, 6 (summer), pp. 147-162. 

> Judith Zaichkowsky, ‘The personal involvement inventory: Reduction and application to advertising’, Journal of Advertising, 1994 (December), 23, 4, 
pp. 99-70. 

¢ Aron 0’Cass, ‘An assessment of consumers product, purchase decision, advertising and consumption involvement in fashion clothing’, Journal of 
Economic Psychology, 2000, 21, pp. 545-576. © 2000. Reprinted with permission from Elsevier. 


Marketing applications of involvement 

Involvement theory has a number of strategic applications for the marketer. For example, the left-brain (cogni- 
tive processing)/right-brain (passive processing) theory seems to have strong implications for the content, 
length, and presentation of both print and television advertisements. There is evidence that people process infor- 
mation extensively when the purchase is of high personal relevance, and engage in limited information process- 
ing when the purchase is of low personal relevance. Uninvolved consumers appear to be more susceptible to 


different kinds of persuasion than highly involved consumers. 
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By understanding the nature of low involvement information processing, marketers can take steps to 
increase customer involvement with their ads. For example, advertisers can use sensory appeals, unusual 
stimuli and celebrity endorsers to generate more attention for their messages. Marketers should also focus on 
increasing customer involvement levels by creating bonds with their customers.®’ Of course, the best strategy 
for increasing the personal relevance of products to consumers is the same as the core of modern marketing 
itself: provide benefits that are important and relevant to customers, improve the product and add benefits as 
competition intensifies, and focus on forging bonds and relationships with your customers rather than just 


erlgaging in transactions. 


» Brand loyalty and brand equity 


A major goal of marketers interested in how consumers learn is to encourage brand loyalty and commit- 


ment.°? Brand-loyal customers provide the basis for a stable and growing market share, and can be a major 
intangible asset reflected in the purchase price of a company. Brand loyalty, however, is not enjoyed equally 
between major and minor players in the market. According to the theory of double jeopardy, minor market 
share brands are at a disadvantage compared to major brands. Minor brands not only have fewer buyers, but 
are purchased less frequently by these buyers, while major market share brands have more buyers and are 
purchased more frequently by these buyers.°’ Whether the more frequent purchase of a major brand is a result 
of greater loyalty to the brand is currently the subject of some debate. It has been proposed, among other 
reasons, that greater frequency of purchase may simply be the result of distribution support for the major 
brands®® (see Figure 6.11). If Diet Solo and Diet Lift are your preferred soft drinks, but Diet Coke is accept- 
able, you may actually appear loyal to Diet Coke in a string of purchases simply because of its availability 
compared to the limited distribution of the other drinks. 


[ Ficure 6.11 | Behaviour as an indication of loyalty 


BEHAVIOUR 


String of purchases String of purchases 
A,B,C,A,B,C A,A,A,A,A,A 


Appears Appears 
not loyal 


Loyal to a Multiple Price Variety Routine Only 
portfolio loyalties - shopper seeker shopper available 
Of brands in one 

household 


ATTITUDE 
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A basic issue among researchers is whether to define the concept in terms of consumer behaviour 


(e.g. frequency of purchase or proportion of total purchases), consumer attitudes (the reported preference | 


of the brand relative to other brands, commitment or liking) or both behaviour and attitude. Many of the 


studies investigating brand loyalty measure the construct with repeat buying behaviour. To cognitive 


learning theorists, behavioural definitions lack 
precision, since they do not distinguish between 
the ‘real’ brand-loyal buyer who is intentionally 
faithful and the spurious brand-loyal buyer 
who repeats a brand purchase because it is the 
only one available at the store. Such theories 
say that brand loyalty must be measured by 
attitudes towards a brand rather than by purchase 
consistency. 

As an example of the behavioural approach, 
which refers to observed buying behaviour, a 
study measured brand loyalty in three different 
ways: brand market share, the number of same- 
brand purchases in a six-month period, and the 
average number of brands bought per buyer. 
Findings suggest that consumers buy from a mix 
of brands within their acceptable range (i.e. their 
evoked set). Thus, the greater the number of 
acceptable brands in a specific product category, 
the less likely the consumer is to be brand-loyal 
to one specific brand. Conversely, products with 
few competitors, as well as those purchased with 
great frequency, are likely to have greater brand 
loyalty.°’ A supporter of a cognitive approach 
might argue that using observational techniques 
only limits the explanatory power of the study. 
For example, if there are many competitors in a 
category, there will usually be more price promo- 
tion; and a consumer who chooses the least 
expensive brand would buy from a mix of brands. 
However, if the category has fewer competitors, 
price promotion will occur less frequently and 
buying the least expensive brand may result in a 
string of purchases of the same brand. The loyalty 
of the consumer is based on the price point, not 
the brand. 

In reviewing studies on brand loyalty, it is 
important to distinguish what consumers do from 
what consumers report. Certainly, the data in 
Figure 6.12, depicting the reported loyalty of 


Australian consumers to their most preferred 


Reported brand loyalty by product 
Category 


Women’s outerwear 

Milk & cream 

—_ 

Butter 

Vegetable products 

Bread 

Animal & bird food 

Smallgoods 

Confectionery 

Poultry 

Brooms & brushes 

Hosiery 

Household textiles 

Fruit products 

Ice-cream 

Cheese 

Soaps & detergents 

Margarine 

Beer 

Soft drinks 

Cakes & pastries 

Underwear 

Carpets 

Footwear 

Mattresses 

Blinds 

Jewellery & silverware 

Cardigans & pullovers 

1 ne ed oe eG Pharmaceuticals 

Bi ai eas Oe Foundation garments 

Bc ee aca a Photographic equipment 

ee ee Furniture 

Sporting equipment 
Radio, TV & audio 


Refrigerators & 
household appliances 


See ee EE Corpals 
Ae eS Motor vehicles 


Source: Reproduced with permission, Ron Lane, 1995. 

Consumers rated how likely they would be to purchase an alternative brand if 
their most preferred brand was unavailable, using a 7-point scale. The higher 
the score, the more likely consumers were to stay with their most preferred 
brand. 
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brand,’° does not offer support for the theory that fewer competitive brands in a category increases loyalty— 
there are hundreds of brands of wine. 

Another explanation for brand loyalty says that loyalty will increase as brands are perceived to be more 
different. It has been found that when examining the relationship between perceived differences among brands 
vis-d-vis brand loyalty for selected products and services, brand loyalty is not necessarily driven by perceived 
differences among brands.”' As Figure 6.13 indicates, men’s cologne, cola drinks and fast-food restaurants 
(quadrant I) have high brand discrimination yet low brand loyalty, whereas headache remedies and shaving 
cream (quadrant IV) have low brand discrimination but high brand loyalty. Another study concluded that 


brand loyalty is generally time-dependent; that is, consumers can be brand-loyal during one period of time 
and not another.” 


[ FIGURE 6.13 | Brand loyalty and brand discrimination 


Low 


Brand Loyalty 


High 


™ Coffee 


Men’s cologne & 
& ® Power tools 


> High 


Cola drinks & 


™ Fastfood 


@ Petrol ® Motor oil 
restaurants 


™ Colour TV 


Brand 
Discrimination 


Light bulbs & lM Headache remedies 
Disposable razors & 


wee 
ne 


@ Shaving cream 


Cough remedies & 


Low 


Source: R.H. Bruskin Associates, ‘New study of brand loyalty’, Marketing Review, 43, June 1988, p. 25. Courtesy of American Marketing Association. 


Another approach to defining brand loyalty is to incorporate both behavioural and psychological processes. 
Some theorists suggest that brand loyalty is correlated with the consumer's degree of involvement. They suggest 
that high involvement leads to extensive information search and ultimately to brand loyalty; whereas low 
involvement leads to exposure and brand awareness and then possibly to brand habits.’? Behavioural data 
alone might suggest that both types of consumers are loyal because a string of purchases indicates a high 
frequency for one brand. In fact, the low-involvement consumer may be making a routine purchase not a loyal 


purchase. New information or a break in the routine may result in the purchase of a different brand. 


DEVELOPING BRAND LOYALTY 


Consumer researchers who favour the theory of instrumental conditioning believe that brand loyalty results 
from an initial product trial that is reinforced through satisfaction, leading to repeat purchase. Others however, 
emphasise the role of mental processes in building brand loyalty." They believe that consumers engage in 
extensive problem-solving behaviour involving brand and attribute comparisons, leading to a strong brand 


preference and repeat purchase behaviour.” Involvement theory suggests that frequent exposure to TV 
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commercials that are rich in visual cues and symbolism and short in duration, buttressed by strong in-store 
displays, creates a type of brand loyalty for low-involvement purchases. 

Some studies have indicated there is little difference in demographics among consumers who are brand- 
loyal and those who are not.’ Others have found that brand-loyal consumers are older, have higher incomes 
and greater perceived risk.’” Some ethnic groups appear to be fiercely loyal to certain brands that have tradi- 
tionally catered to their specific market. 

Marketers must be careful not to impose unilateral changes on products which have a loyal following. The 
Coca-Cola Company discovered this in its classic marketing blunder in 1985, when it suffered a furious 
consumer backlash against its replacement of the original Coca-Cola formula with a newly-formulated Coke.” 
Australian consumer marketers could imagine what would occur if Kraft tried to reformulate Vegemite in any 


obvious way. 


Declining brand loyalty? 

Many marketing managers are concerned with an apparent trend towards brand switching. Among the reasons 
given for the decline in brand loyalty are consumer boredom or dissatisfaction with a product, the dazzling array 
of new products that constantly appear in the marketplace, and an increased concern with price at the expense 
of brand loyalty.” National brands usually command premium prices, a strategy that is at odds with the new 
focus on lower-priced ‘value’ brands. The market share of private label brands or generic brandnames contin- 
ues to rise in categories once considered the bastion of brand loyalty in countries such as the US.®° Table 6.3 lists 
the Top 10 fastest growing private label categories globally. Because of the growing number of private label ciga- 
rette brands, Philip Morris U.S.A. lowered its price for Marlboro cigarettes in an effort to maintain its market 
share. Marketers are also upgrading their national brands to distinguish them from private labels and promot- 
ing them more aggressively. However, in Australia private label brands (generic/homebrands) have steadily fallen 
since about 1992 reaching an 9.3% marketshare in 2000 and increasing slightly to 10.1% in late 2003. In Australia 


generic brands have high shares in the product categories with little innovation or product differentiation.® 


TABLE 6.3 | Fastest growing private label categories globally 


Categories Product area Private label Manufacturing Private label 
growth (%) growth (%) share (%) 


Drinking yoghurt Non-alco bev 38 
Sports energy drinks Non-alco bev 33 
Lip stick/gloss Cosmetics 26 
Facial cleansing Personal care 21 
Baby food Baby food 20 
Face moisturisers Personal care 20 
Complete ready meals Refrigerated 20 
Eye shadow Cosmetics 19 
Cooking oil Shelf-stable 16 
Flavoured milk drinks Non-alco bev is 


Source: The power of private label: A review of growth trends around the world. ACNielsen, Executive news report from ACNielsen Global Services, 
July 2003. 
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There has also been a tremendous increase in sales promotion ‘deals’. In trying to increase market share, 
many companies have spent a greater proportion of their promotion budget on sales promotion devices (e.g. 
coupons, special price deals, sweepstakes, free samples, point-of-purchase displays) than on advertising. Yet 
advertising is an important medium through which consumers learn product attributes. Although promo- 
tional activities may boost sales in the short run, evidence suggests that brand-loyal consumers take advan- 
tage of such temporary price deals to increase their purchases (thus cannibalising full-price sales), while 
deal-prone customers who succumb to the deal inducement are quick to switch to another brand when the 
special offer ends or a better deal comes along. Thus, while sales promotion efforts do increase market share 
in the short run, they are unlikely to hold deal-prone consumers in the long run. 

Declines in brand loyalty have also been attributed to the increase in comparative advertising, increased 
targeting of specialty niches and the increased diversity of supermarket shoppers (unmarried men and women, 
husbands, teenage children). Marketers should be wary about such claims, however, as they have been with 
us for some time.®? Where possible, it makes more sense to study actual behaviour (such as the Roy Morgan 
Consumer Panel) than consumer reports of behaviour. 

Some researchers argue that brand loyalty may not be declining—they say that, although the decision in 
‘frequently purchased’ goods and services categories is variable, brand choice is fairly habitual.*’ The rationale 
behind the argument is that consumers consistently choose from small portfolios of brands, typically buying 
one brand more often than another. Individual purchases in this steady but divided loyalty appear irregular 
and random. 

Many marketers believe it is more difficult to establish service brand loyalty than product brand loyalty. 
Some service organisations have started to promote consistency of operation and convenience in an effort to 
combat shifting loyalties. Others have adopted such sales promotion devices as frequent-user credits (e.g. 
FlyBuys and frequent flyer programs) to encourage brand loyalty. The FlyBuys scheme issued cards that elec- 
tronically tracked members’ purchases and awarded free flights to those achieving sufficient points. Early on 
in this scheme the operators claimed membership of 30% of households and 1.7 million members, while the 
principal retailer, Coles-Myer, reported a 7.4% increase in sales.** 

In 1995, Westpac and General Motors combined to produce a GM branded credit card®? that offered cash 
rebates of up to $3000 on purchases of cars, and Telstra introduced its own Visa card, as has Woolworths and 
Commonwealth Bank with a joint credit option for consumers. Many other schemes exist.®° Essentially, these 
schemes attempt to ‘lock in’ consumers to a particular brand or credit card. Loyalty programs have also been 
successful in increasing repeat visits to a store or group of stores. Purity and Roelf Vos supermarkets, owned 
by Woolworths and operating throughout Tasmania, have captured the loyalty of about 200000 customers, 
42% of the State’s population, through the introduction of Purity’s Frequent Shopper points promotion. 

Some marketers have given new life to brands suffering declining sales and declining loyalty through 
product line and product form extensions. Omo detergent, for example, started out as a powdered laundry soap 
and was extended to Omo liquid, then Omo concentrated, each targeted at a different market niche.*’ Brand 
extensions may also be used to defend market share against new entrants. For example Sub zero launched an 
extension of its original alcoholic soda to achieve such an objective. 

Despite the diversity of viewpoints among learning theorists, most marketers are interested in all measures 
of brand loyalty. They are concerned with actual consumer purchasing patterns, with consumer beliefs and 
opinions concerning their brand and competing brands, and with knowing how important the product is to 
the consumer. Developing a highly consistent market share of brand-loyal consumers is the ultimate goal of 
marketing strategy. Discovering how consumers learn about brands and become attached to certain brands 


assists marketers in achieving this goal. 
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Undermining brand loyalty | 

At the same time as marketers are seeking to maintain their customers’ loyalty, competitors are trying to under- 
mine it. For example, in the mobile phone market, Optus and Telstra have in the past conducted vigorous 
campaigns to ‘churn’ customers from one supplier to the other. Telstra’s ‘welcome back’ campaign is an example 
of this strategy. Marketers are increasingly looking at those customers who are vulnerable to conversion. In 
Australia, the market research company Yann Campbell Hoare Wheeler uses a ‘conversion model’, originally 
based on studies of religious conversion, to target customer segments that can be induced to switch. Their 
studies suggest that even customers who say they are satisfied with their brand can be induced to switch if 


their commitment is weak.®® 


BRAND EQUITY 


The term brand equity refers to the value inherent in a well-known brand name.® Brand equity is the value 
added to a product by the associations and perceptions a consumer has of a particular brand name. Uncle 
Tobys brand has used its equity to extend its bread line to include Vitagold, EnergyPlus and Grains-Plus, thus 
improving their share of the A$2 billion total bread market. Brand equity contributes to acceptance of new 
products, allocation of preferred shelf space, perceived value, perceived quality, premium pricing options, and 
even to valued assets on a company’s balance sheet.*° Brand equity concepts are usually referred to as brand 
value and brand meaning. Brand meaning is the qualitative dimension—it refers to the qualities of a brand 
that create meaning. Since value depends on meaning, changing brand meaning is equivalent to changing the 
value of the brand. For all these reasons, companies have begun to nurture their brand names carefully.” In 
1995 the meaning of IBM had changed from a way of doing business, a guaranteed solution to a business 
problem, and security for the customer, to just machines. This change in meaning of the brand affected the 
brand value.’* IBM has recently addressed this devaluation with an ad campaign focusing on ‘solutions for a 
small planet’. 

Because a brand that has been promoted heavily in the past retains a cumulative level of name recognition, 
companies actually buy and sell brand names, knowing that it is easier to buy than to create a brand name 
with enduring strength. (Brand equity is also an important basis for licensing.) 

Some examples of brands that have invested in equity strategies are Coca-Cola, Campbell’s Soup, Telstra, 
Westpac and McDonald’. Their names have become ‘cultural icons’ and enjoy powerful advantages over the 
competition.”? Large marketers, even in a market as big as the United States, have begun to pare their port- 
folios of brand names.”* They are also paring their product categories. They recognise, as Cadbury did in 
Britain, that trying to have the one brand covering a range of items can actually weaken the brand.%° 

Because of the proliferation of brands and resulting consumer confusion, major marketers are also trying 
to consolidate their brands into global brands, product lines that dominate their categories and are marketed 
in scores of countries. When Gillette acquired Parker Pen Holdings Ltd of Britain, it became the world’s largest 
producer of pens as well as shaving products.*° The Gillette Company also added a new unifying ‘omnimark’ 
logo to its premium priced brands: ‘World-Class Brands, Products, People’.%” 

Brand equity is important to marketers because it leads to brand loyalty, to increased market share and, even- 
tually, to greater profits. To marketers, the major function of learning theory is to teach consumers that their 


product is best, to encourage repeat purchase and, ultimately, ensure loyalty to the brand name. 
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CASE STUDY 6.1 


The Pitfalls of Reinforcement of Customer Behaviour 


Learning theory stresses that reinforcement is crucial in shaping future behaviour. Today, thanks to technol- 
ogy, service marketers can track past behaviour of customers more effectively than ever before and easily 
reward desirable behaviour. Thus, the records of highly profitable customers are given special codes designed 
to provide them with faster and better service when they contact the company, move them ahead of other 
customers in service queues, and provide them with upgrades and special discounts unknown and unavail- 
able to other customers. Furthermore, since many companies share data about customers’ transactions, 
customers are often assigned to ‘reward tiers’ before they even begin to do business with a given company 
because their buying potential has already been measured. 

However, rewarding the best customers also means that ‘lesser’ patrons receive inferior service. For example, 
the calls of selected customers calling a brokerage company are answered within 15 seconds while other 
customers wait 10 minutes or more. At the websites of some banks, highly profitable customers have access 
to special links directing them to service agents and special phone lines while other customers never even see 
these links. At many financial institutions, service agents are permitted to grant fee waivers to highly profitable 
customers while other patrons have no negotiating power. In addition, the special treatment of selected 
customers also means that other customers pay more service fees. 


Source: Diane Brady, ‘Why service stinks,’ Business Week, 23 October 2000, pp. 118-122, 124. 


Case Study Questions 

1. In the context of learning theory, what are the drawbacks of creating a reward system based entirely on 
measured past behaviour? 

2. How can marketers create more effective reward systems designed to shape the future behaviour of less prof- 
itable customers? 


CASE STUDY 6.2 


Aroma Australia Pty Limited Goes to Japan 
Professor Mark Uncles, University of New South Wales 
Aroma Australia Pty Limited is contemplating a move into the Japanese market. Its instant coffee brand, 
Caffeine Infusion, has performed very well in Australasia and Singapore, and now the Japanese market holds 
the promise of even more lucrative sales. In preparation for this market entry, Aroma’s marketing manager, Ken 
Ishiguro, is assembling a considerable amount of data about the instant coffee market in Japan. His goal is to 
obtain some background understanding of the market. He is not expecting the data to give him exact answers 
to the problems he faces nor tell him precisely how to enter the market—such issues will depend on alliances 
and partnerships with local distributors, cost and budgetary considerations, and so forth. He knows he will 
- have to tackle these implementation issues once he feels more confident about entering the new market. 

In assembling background data, Ken has acquired many market research reports. These reports include: 
attitude surveys among consumers in Tokyo shopping malls, in-depth interviews with coffee drinkers at their 
workplaces, brand research to see how local consumers will react to a name like Caffeine Infusion, studies in 
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a Kyoto suburb to assess purchase intentions at various price points, etc. The results are very mixed—in fact, 
Ken is beginning to wonder whether the cultural differences between Japanese and Western consumers are so 
great that it will not be possible for Aroma to enter the market. 

However, it now occurs to Ken that, while he has a wealth of data about consumer attitudes, beliefs and 
intentions, he has nothing on revealed behaviour. Yet, ultimately, it seems reasonable to assume that behav- 
ioural action on the part of consumers is going to be of the utmost importance. After all, behaviour is directly 
related to the measures used to assess Ken’s performance—namely, sales and revenue. For this reason he 
decides to commission a market report from the Market Intelligence Corporation (MIC). The report comprises 
week-by-week buying records over a year for about 1000 households on a consumer panel in Tokyo and neigh- 
bouring prefectures. 

Consultants working with MIC have compiled the data into tables in which are reported a number of 
measures of consumer behaviour for a variety of leading brands. Table 6.4 is an extract from the report. In this 
table the leading brands of instant coffee in Japan are listed, together with a few brand groupings. These are 
arranged in market-share order. Then, for each brand, measures are shown for penetration (per cent buying), 
average purchase frequency per buyer, average purchases of the product category per buyer of the brand, share 
of instant coffee requirements met by the brand, the per cent of buyers who are sole buyers (‘100% loyals’) 
and their average purchase frequency. In addition, Table 6.5 shows those who also buy competing brands 
(e.g. the per cent of those who bought Nesgold who also bought Nescafé, Maxim, etc.); this set of data refers 
to duplication of purchase. 

The consultants have provided a number of predicted values for these measures as well. An extract is 


shown in Table 6.6. The predictions come from a model of consumer behaviour that was originally developed 


TABLE 6.4 | Observed measures of buyer behaviour in the Japanese instant coffee market 


Brands arranged in market-share order 


Japan Market Penetration Average Average Share of Per centof Average 
Annual figures share (percent purchase purchase category buyers who purchase 
buying) frequency — frequencyof requirements aresole frequency 
per buyer — the category (per cent) buyers per sole 
per buyer buyer 
Any instant 6.5 —- a 
Nesgold a i3 3.3 
Nescaté 30 8./ 45 
Maxim ms) 8.1 ZA 
Minor brands ZA 8./ 24 
Maxwell House 2.4 98 1.6 
Other Nestlé 1.9 9.3 2.5 
Other General 
Foods brands = 18 
Average brand Zi 


8.7 2.6 
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TABLE 6.5 | Duplication of purchase between brands in the Japanese instant coffee market 


Brands arranged in market-share order 
Duplication of Purchase Law ‘Predictions’ based on 1.45 times the penetration 


Japan Per cent who also bought: 


Annual figures Nesgold Nescafé Maxim Minorbrands Maxwell Other Nestle Other GF 


2 sss 


Buyers of: 


Nesgold %o — 34 44 29 20 4 3 
Nescafé % 62 — 38 3] 3] 4 5 
Maxim % 69 32 — 32 26 4 4 
Minor brands % 6/7 38 46 — 30 5 . 
Maxwell House %o 65 04 94 32 — 2 2 
Other Nestlé % 15 38 4] 38 12 os ) 
Other General Foods 

brands % 68 50 46 46 ie 11 — 
Average brand % 68 4] 45 36 22 5 5 
1.45 x Penetration % 72 39 46 32 22 4 4 
Penetration Yo 50 2/ 37 22 15 3 3 

TABLE 6.6 | Predicted measures of buyer behaviour in the Japanese instant coffee market 
Brands arranged in market-share order 
Predictions derived from NBD-Dirichlet Model. Inputs shown in brackets. 
Japan Market Penetration Average Share of Per cent of Average 
Annual figures share (per cent purchase category buyers who purchase 

buying) frequency requirements are sole frequency 

; per buyer (per cent) buyers per sole buyer 
Any instant 100 (73) (6.5) 100 — — 
Nesgold (39) 50 3.7 45 22 2.9 
Nescafé (22) 35 3.0 32 15 2.0 
Maxim (19) 3] 2.8 Kt) 14 1.9 
Minor brands (10) 19 2.5 24 11 1.7 
Maxwell House (8) 15 2.4 22 11 1.6 
Other Nestlé (1) 2 2.2 22 9 1.5 
Other General 

Foods brands (1) 2 2.2 23 9 15 
Average brand 14 22 2./ 30 13 1.8 
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in Western packaged goods markets, but subsequently applied to other established competitive markets (such 
as gasoline and women’s wear). 

The model is called the NBD-Dirichlet. It enables predictions to be made of purchase incidence (e. g. average 
purchase frequency and repeat buying) and brand choice (e.g. share of requirements and duplication of 
purchase). In this model the particular choice behaviour of individuals on any particular occasion is treated 
as if it is random. The proposition is that experienced consumers behave as if, for the time being, they have 
steady and personal split-loyalty purchase propensities for when they buy and the brand they choose. Thus, 
a consumer may have a favourite brand (bought 70% of the time), a second brand (bought 20% of the time) 
and a third brand (bought 10% of the time). Because the consumer is familiar with all these repertoire brands, 
he or she can rotate purchasing among these brands in line with the specified purchase probabilities (namely 
0.7, 0.2 and 0.1 in this example). 

Of course, everyone associated with the project knows that individual consumers have reasons for their 
particular choices on particular occasions, but in order to derive a workable model these reasons are not 
considered. For instance, the specific choice of brand on the next purchase occasion may be influenced by 
intended use, or variety-seeking, or availability considerations, or stock-outs of other brands in the repertoire, 
etc. The fact that all these idiosyncratic factors are not taken into account means that, in using the NBD- 
Dirichlet model, few inputs are required relative to the number of aggregated measures of consumer behav- 
iour (this is in sharp contrast to many models in consumer behaviour). Ken can see the value in this and 
recalls that, while previously working for Procter @ Gamble in the United States, he had used this model to 
investigate consumer behaviour in over 30 of their product categories. 

Together with the observed data in Tables 6.4 and 6.5 and the predictions in Table 6.6, the consultants also 
provided some comparative figures for other packaged goods markets in Japan—margarine, cooking oil, deter- 
gents and toothpaste (Table 6.7). Ken believes this data might help to determine whether he would face distinc- 
tive challenges in the instant coffee market, at least as far as the revealed behaviour of Japanese consumers is 
concerned. 

Ken's task now is to make sense of the tabulated data. He needs to see whether there are any patterns in 
the data, and what these patterns might imply about how Japanese consumers buy brands of instant coffee. 
In so doing he should gain a much better understanding of the market, giving him the confidence to estab- 
lish a presence for Aroma in this new market. 


Note: Aroma Australia Pty Limited, Caffeine Infusion and Ken Ishiguro are entirely fictitious and are not intended 
to resemble any particular company or person. MIC provided the raw data that forms the basis of the case. 
Tabulations are based on analyses reported in Kau Ah Keng, Mark Uncles, Andrew Ehrenberg and Neil Barnard 
(1998) ‘Competitive brand-choice and store-choice among Japanese consumers’, Journal of Product and Brand 
Management, 7(6), pp. 481-494. 
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TABLE 6.7 | Penetrations, average purchase frequencies and share of category requirements for five product 
categories 


The five leading brands in each product category are arranged in market-share order 
Observed figures 0 and NBD-Dirichlet predictions P 


Japan Instant Coffee Margarine Cooking Oil 


Annual Percent Av.purch. Share of Percent Av. purch. Share of Percent Av.purch. Share of 
figures buying frequency requirem. buying frequency requirem. buying frequency requirem. 


0 P Q P 0 P 0 P 0 P 0 P 0 P 0 P Oe 


Istbrand 50 50 4 4 9/ 30 72 72 > 2 42 38 /0 69 4 4 40 36 
2ndbrand 2/7 35 4 3 44 33 92 4/7 3. 4 23° «2g 02 399 3 8 30. 23 
3rd brand 32 31 > @ 38 3d 42 40 3 2 21 21 b2 Ol 3 @ £1629 
4th brand = 15 19 2 2 20 20 Sf So 3. O38 21 21 41 43 Zs ty 423 
Sthbrand 3 2 2 2 22 20 (1127) (7 3) (47 20) = 28 2202 2s 8 
Average 26 27 3 (Ug 36 31 43 44 4 4 31 26 48 48 3°. 6 26 29 
Detergents Toothpaste Average 

0 P OQ P 0 P 0 P 0 P UU: Uy. 0 P a? 
Istbrand 39 40 ss 90 43 66 /2 + 90 45 99 61 4 4 44 40 
2nd brand 28 26 2 2 33 29 53 93 4 4 36 33 42 43 3 3 30 33 
3rd brand 22 23 2 2 29 29 31 26 5 ov Li 28 36 34 So 30 27 
Ath brand 23 22 yu 2 a. 2g 24 19 a | 17 23 28 2/ - 8 18 27 
Sth brand 24 22 2 2 29 29 15 16 3 3 27 2 18 8 2 Qe 
Average 27 27. 2 2 34 33 38 37 3. 4 31 30 36 3/7 3. 3 30 29 


Andrew Ehrenberg, Mark Uncles and Doug Carrie (1994) ‘Armed to the teeth: An exercise in brand manage- 
ment’, European Case Clearing House, Cranfield University, UK C(ECCH 594-039-1, 594-039-4, 594-040-1, 
594-040-4). 

Mark D. Uncles (1999) ‘Editorial: Brand management in Australasia and the Far East’, Journal of Product and 
Brand Management, 7(6), pp. 448-462. 


Case Study Questions 

1. Consider why it is important for a marketing manager such a Ken Ishiguro to focus on consumer behav- 
iour, as well as consumer attitudes, beliefs and intentions. 

2. Looking at the instant coffee data in Tables 6.4 and 6.5, describe any patterns that you observe. 

3. In Table 6.6 there are a number of predictions. Compare these predicted values with those shown in 
Table 6.4 for equivalent observed values. 

4. From Table 6.7, is it possible to say that the way Japanese consumers buy brands of instant coffee is highly 
distinctive? 

5. Suggest some of the wider implications that Ken might draw from analysing the behavioural data presented 


in this case. 
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Summary 


Consumer learning is the process by which individuals 
acquire the purchase and consumption knowledge and 
experience they apply to future related behaviour. While 
some learning is intentional, much learning is incidental. 
Basic elements that contribute to an understanding of 
learning are motivation, cues, response and reinforcement. 

There are two schools of thought as to how individuals 
learn: behavioural theories and cognitive theories. Both 
contribute to an understanding of consumer behaviour. 
Behavioural theorists view learning as observable responses 
to stimuli, while cognitive theorists believe that learning is 
a function of mental processes. Two types of behavioural 
learning theories are classical conditioning and instrumen- 
tal conditioning. New interpretations view traditional clas- 
sical conditioning as associative learning rather than as 
reflexive action. Three principles of classical conditioning 
provide the theoretical underpinnings for many marketing 
applications: repetition, stimulus generalisation and 
stimulus discrimination. 

Instrumental learning theorists believe that learning 
occurs through a trial-and-error process in which positive 
outcomes (i.e. rewards) result in repeat behaviour. Both 
positive and negative reinforcement can be used to encour- 
age the desired behaviour. The timing of learning schedules 
influences how long the learned material is retained. Massed 
learning produces more initial learning than distributed 
learning; however, learning usually persists longer with 
distributed (i.e. spread-out) reinforcement schedules. 


Discussion questions 


Cognitive learning theory holds that the kind of learning 
most characteristic of humans is problem solving. Cogni- 
tive theorists are concerned with how information is 
processed by the human mind: how it is stored, retained 
and retrieved. A simple model of the structure and opera- 
tion of memory suggests the existence of three separate 
storage units: a sensory store, a short-term store and a long- 
term store. The processes of memory include rehearsal, 
encoding, storage and retrieval. 

Involvement theory recognises that people become 
attached to products, services or brands to differing degrees. 
It also identifies that they engage in limited information 
processing in situations of low importance or relevance to 
them, and in extensive information processing in situations 
of high relevance. Hemispheral lateralisation theory gives 
rise to the notion that TV is a low-involvement medium 
that results in passive learning, whereas print is a high- 
involvement medium that encourages more cognitive infor- 
mation processing. 

A basic issue among researchers is whether to define 
brand loyalty in terms of consumers’ behaviour or 
consumers’ attitudes towards the brand. Brand equity refers 
to the inherent value a brand name has in the marketplace. 
Marketers are consolidating their brands to enhance brand 
equity and to encourage brand loyalty in the face of a prolif- 
eration of private brands. For marketers, the purpose of 
understanding how consumers learn is to teach them that 
their brand is best, and to develop brand loyalty. 


1. (a) How can the principles of classical conditioning 
theory and neo-Pavlovian theory be applied to the 
development of marketing strategies? 

(b) How is the classical conditioning concept of repeti- 
tion applied to advertising? 

2. Kraft Foods uses family branding, but Sanitarium 
(which makes WeetBix and SoGood) does not. Yet both 
companies are successful. Describe, in ‘learning terms’, 
the conditions under which family branding is a good 
policy and those under which it is not. What do you 
think are the reasons for the difference in family 
branding policies between Kraft and Sanitarium? 

3. The Gillette Company, which produces the highly 
successful Sensor shaving blade, has recently introduced 
the Gillette Series consisting of shaving cream, skin 


conditioner, antiperspirant and deodorant. How can the 


company use stimulus generalisation to market these 
products? Is instrumental conditioning applicable to 


this marketing situation? 


4. Which theory of learning (i.e. classical conditioning, 
instrumental conditioning or cognitive learning) best 
explains the following consumption behaviours? 


Explain your choices. 

(a) buying a pack of chewing gum 

(b) preferring to fly on a particular airline 

(c) buying a personal computer for the first time 
(d) buying a new car. 


~— 


5. (a) Define the following memory structures: sensory 
store, short-term store, and long-term store. Apply 
each of these concepts to the development of an 
advertising strategy. 
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(b) How does information overload affect consumers’ 

ability to comprehend an ad and store it in memory? 

6. Discuss the differences between low- and high-involve- 

ment media. How would you apply an understanding 

of different response styles to the design of TV commer- 
cials and print advertisements? 

7. (a) A cereal marketer is trying to use the concept of high 

and low involvement to target market segments. 

How should the marketer measure consumers’ level 


of involvement with cereal? 


Exercises 


(b) Can social judgment theory be used to market cereal 
more effectively? Explain your answer. 

8. (a) How can a marketer distinguish between ‘real’ and 
spurious (merely habitual) brand-loyal buyers? Why 
is it important for marketers to measure and under- 
stand the differences between the two groups? 

(b) What marketing errors in advertising, pricing and 
in-store promotions might occur if a marketer fails 


to distinguish between the two groups? 


1. Imagine you are the instructor in this course and that 
you are trying to increase students’ participation in class 
discussions. How would you use reinforcement to 
achieve your objective? 

2. Visit a supermarket. Can you identify any packages 
where the marketer’s knowledge of stimulus generali- 
sation and stimulus discrimination has been incorpo- 
rated into the package design? Note these examples and 
present them in class. 

3. How many jingles for products and services can you 
recall? Make a list of them. Show the list to a friend. 
Can your friend recall these jingles? Can he or she recall 
more jingles than you? How would you explain the 


differences between the two patterns of recall? 


Key terms 


4. Compare and contrast limited and extensive problem 
solving. Relate the stages of one model described in 
Figure 6.8 to a recent purchase you have made. 

5. Discuss a recent product purchase that you regard as 
high involvement, and another that you view as low 
involvement, with three fellow students. Do they agree 
with your selections? Describe how their points of view 
may be related to their: 
(a) brand loyalty (e) the product features they 

(b) frequency of use consider the most 

(c) price paid important 

(d) recollection of ads___ (f) the risk associated with 

for the same the purchase 


products 


activation (p. 192) 

advertising wearout (p. 184) 
assimilation effect (p. 200) 
behavioural learning theories (p. 182) 
brand equity (p. 209) 

brand loyalty (p. 204) 

central and peripheral routes to persuasion theory (p. 199) 
classical conditioning (p. 182) 
cognitive learning (p. 189) 
commitment (p. 204) 

contrast effect (p. 200) 

cues (p. 181) 

distributed learning (p. 188) 

double jeopardy (p. 204) 

encoding (p. 191) 

family branding (p. 185) 

global brand (p. 209) 

hemispheral lateralisation (p. 196) 
imagery (p. 190) 

information overload (p. 192) 
information processing (p. 189) 
informational motivation (p. 200) 
instrumental (operant) conditioning (p. 187) 
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interference (p. 195) 
involvement theory (p. 195) 
licensing (p. 185) 

massed learning (p. 188) 
modelling (p. 189) 

motivation (p. 181) 

negative reinforcement (p. 188) 
neo-Pavlovian theory (p. 184) 
positive reinforcement (p. 188) 
private label brands (p. 207) 
product line extension (p. 185) 
rehearsal (p. 190) 

repetition (p. 184) 

response (p. 181) 

retention (p. 184) 

retrieval (p. 193) 

salience (p. 190) 

schema (p. 192) . 
social judgment theory (p. 200) 
stimulus discrimination (p. 186) 
stimulus generalisation (p. 185) 
three-hit theory (p. 184) 
transformational motivation (p. 201) 
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The nature of consumer attitudes 


Source: Courtesy of the Australian Govern- 
ment’s National Youth Alcohol Campaign. eae | 


Within consumer behaviour, an understanding of consumer attitudes is important. Consumers hold a vast 
number of attitudes towards products, services, issues, advertisements and retailers. Whenever we are asked 
whether we like or dislike a specific product type (e.g. cigarettes or alcohol) a specific brand (e.g. Pepsi), a 
service (e.g. Telstra), a particular retailer (e.g. Coles), an advertising theme (e.g. Decoré), we are being asked 
our attitude towards the object. 

To get to the heart of what is driving consumers’ behaviour, attitude research has been used to study a wide 
variety of strategic marketing questions. For example, attitude research is frequently undertaken to determine 
whether consumers will accept a proposed new product idea, to gauge why a firm’s target audience has not 
reacted more favourably to its new promotional theme, or to learn how target customers are likely to react to 
a proposed change in the firm’s packaging. For instance, there has been rapid growth in the sales of natural- 
ingredient bath, body and cosmetic products throughout the world. This trend seems linked to the idea that 
all things ‘natural’ are good, and that ‘synthetic’ is bad. Yet, in reality, the positive attitude towards ‘natural’ things 
is not based on any systematic evidence that natural cosmetics are in fact any safer or better for consumers. 
To further illustrate the importance of attitudes in marketing, major athletic shoe marketers such as Nike (see 
<www.nike.com>), or Reebok (see <www.reebok.com>) frequently conduct research among target consumers 
of the different types of athletic footwear products that they market. They seek attitudes of target consumers 
with respect to size, fit, comfort, and fashion elements of their footwear, as well as test reactions to potential 
new designs or functional features. They also regularly gauge reactions to their latest advertising and other 
marketing messages designed to form and change consumer attitudes. All these marketing activities are related 
to the important task of impacting consumers’ attitudes. 

This chapter examines the characteristics of attitudes, and particular attention is paid to a number of impor- 
tant models depicting the structure and composition of attitudes and how consumer researchers model the 
attitude—behaviour relationship. The chapter also examines some of the properties that have made attitudes 
fundamental to consumer researchers, as well as some of the common frustrations encountered in attitude 
research. Finally, the chapter focuses on the topics of attitude formation, and attitude change or persuasion 
used by marketers. 


> What are attitudes? 


A wide variety of consumer behaviours—including consistent purchase, recommendations to others, top 


rankings, beliefs, evaluations and intentions—are related to attitudes and influenced by attitudes. Attitudes as 
such reflect whether a person is favourably or unfavourably predisposed to some object (e.g. a brand, a service, 
a retail store). As an outcome of psychological processes, attitudes are not directly observable, but can be 
inferred from what people say or what they do. What, then, are attitudes? In a consumer behaviour context, 
an attitude is a learned predisposition to respond (behave) in a consistently favourable or unfavourable way with 
respect to a given object. Each part of this definition describes an important property of an attitude and is critical 
to understanding the role of attitudes in consumer behaviour. The key properties of attitudes are: the attitude 
object (the focal object) itself, that attitudes are learned, attitudes are predispositions (they reside in the mind), 
they have consistency (produce a consistent response) and have direction and intensity. Attitudes are in reality 
schema of an object (brand, social issues, person etc) consumers store in their long-term memory. 


THE ATTITUDE OBJECT 


The word ‘object’ in the context of attitudes should be interpreted broadly. In its place, we could substitute 
any one of many more specific concepts, such as issue, action, behaviour, practice, person or event. In context 
of consumer behaviour, it is appropriate to substitute specific consumer- or marketing-related concepts, such 


as product category, brand, service, advertisement, price or retailer, social issue or even person. 
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When conducting attitude research, we become even more specific. For example, if we were interested in 
ascertaining shoppers’ attitudes towards various major mass merchandisers, our attitude object might include 
Target, Big W and Kmart; if we were examining consumer attitudes towards a number of major brands of soft 


drink, our object might include Pepsi, Coca-Cola, Fanta and Solo. 


ATTITUDES ARE LEARNED PREDISPOSITIONS 


As indicated in the definition of attitudes adopted above they are learned. This means that the attitudes which 
are relevant to purchase and consumption behaviours are formed as a result of direct experience with the 
product or brand, information acquired from others, and exposure to mass media (e.g. advertising). It is impor- 
tant to remember that whilst attitudes may result in behaviour or be the result of behaviour, they are not 
synonymous with behaviour, but reflect either a favourable or an unfavourable evaluation of the attitude 
object. As a predisposition, attitudes have a motivational quality; that is, they propel the consumer towards a 


particular behaviour or repel them away from some object or behaviour. 


ATTITUDES ARE TRANSFERABLE 


Consumer attitudes play an important part in simplifying consumer decision making. One way that this occurs 
is by attitude transfer, where an attitude towards one situation can be applied to another. Although a consumer 
may receive thousands of stimuli, the attitude that he or she feels towards one purchase situation is often 
quite similiar to that felt towards another. For example, a person who is conservative in dress is likely to be 
conservative in the choice of a car, in eating habits, in recreation and in furniture. Thus, one attitude affects 
several purchase situations. It follows that product marketers may find clues about how a consumer purchases 


one product, a suit for instance, by observing that person’s purchase of another product, shoes. 


ATTITUDES HAVE CONSISTENCY 


Consumer attitudes also possess another important characteristic in that they are generally consistent in the 
behaviour they reflect. However, despite their consistency, attitudes are not necessarily permanent (immov- 
able); they do change. It is important to illustrate what we mean by attitude consistency. Normally, we expect 
consumers’ behaviour to correspond with their attitudes. For example, if a male executive stated that he liked 
luxury motor vehicles, we expect that he would buy that particular type of car when next purchasing a motor 
vehicle. Similarly, if a colleague said she did not like German cars, we would not expect her to buy a German 
car. In other words, when consumers are free to act as they wish, we anticipate that their actions will be consis- 
tent with their attitudes. However, circumstances often preclude consistency between attitudes and behav- 
iour. For example, the matter of affordability may intervene in the purchase of a luxury car. So we must 


consider possible situational influences on consumer attitudes and behaviour. 


ATTITUDES OCCUR WITHIN A SITUATION 


It is not immediately evident from our definition that attitudes occur within, and are affected by, the situation. 
Situations are events or circumstances that, at a certain point in time, may influence the attitude that will guide 
behaviour. A situation can cause consumers to behave in a manner that is seemingly inconsistent with their 
attitudes. For instance, let us assume that a consumer purchases a different brand of coffee each time their 
inventory runs low. Although this brand-switching may seem to reflect a negative attitude or dissatisfaction, 
it may actually have been influenced by a specific situation—for example, the need to economise. Although 
the consumer may have a strong preference for Moccona coffee, a tight budget may influence them to purchase 


whatever brand is on ‘special’ at the supermarket. 
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The opposite can also be true. If a consumer purchases a can of decaffeinated Coke each time her supply 
runs low, we may erroneously infer that they have a favourable attitude towards the taste of decaffeinated 
Coke. On the contrary, the consumer may dislike the taste of decaffeinated Coke, but may be following their 
doctor’s suggestion that they reduce the amount of caffeine in their diet. Such a consumer therefore regards 
decaffeinated Coke favourably as a means of accomplishing this goal. 

Indeed, people can have a variety of attitudes towards aspects of a particular behaviour. A man may feel 
it is suitable to eat lunch at McDonald’s but may not consider it appropriate for dinner. In this case, McDonald’s 
has its ‘time and place’, which functions as a boundary surrounding those situations when McDonalds is accept- 
able. However, if the individual is coming home late one night, feeling exhausted and hungry, and spots a 
McDonald’s, he may just decide to have dinner there. The man does not prefer McDonald's as a ‘place to have 
dinner’, but convenience has become the more important objective. 

Clearly, when measuring attitudes, it is important to consider the situation in which the behaviour takes 


place, or we can misinterpret the relationship between attitudes and behaviour. 


Attitudes have a direction and intensity 

Along with the other properties, attitudes also express a direction toward an object in the context of feeling 
favourable or unfavourable. The favourable/unfavourable nature of the attitude is often refered to as the attitude 
valance. Attitudes also possess an intensity about the object or reflect how strongly the attitude is held: The 
strength that the attitude is held with in relation to the focal object. As such, in a marketing context we might 
identify our segment has a very positive attitude toward a brand. This is a favourable predisposition that is 


intensely held. 


)» Structural models of attitudes 


Motivated by a desire to understand the relationship between attitudes and behaviour, psychologists have 


sought to construct models that capture the underlying dimensions of an attitude.' To this end, the focus has 
been on specifying more precisely the composition of an attitude and the relationships between the key compo- 
nents of attitudes. Whilst varied approaches to attitude 


development have been proposed four models of attitude FIGURE 7.1 | Asimple representation of the 
have been useful to marketers. These include: tricomponent attitude model 


1 the tricomponent attitude model 
 multi-attribute attitude models 

i trying-to-consume model 

{  attitude-toward-the-ad models. 


Each model provides a somewhat different perspective on 
the number of component parts of an attitude, and how 


those parts are arranged or interrelated. 


TRICOMPONENT ATTITUDE MODEL 


According to the tricomponent attitude model, attitudes Cognition 
consist of three major components: a cognitive compo- 

nent, an affective component and a conative component (see 

Figure 7.1). 
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The cognitive component 

The first component of the tricomponent attitude model consists of a person’s cognitions: that is, the knowl- 
edge and perceptions that are acquired by a combination of direct experience with the attitude object and 
related information from various sources. This knowledge and the resulting perceptions frequently take the 
form of beliefs; that is, the consumer believes that the attitude object possesses various attributes and that 
specific behaviour will lead to specific outcomes. 

These beliefs may also be referred to as expectations. Consumer perceptions and expectations are commonly 
studied in relation to customer satisfaction. Customer dissatisfaction is generally the result of met or unmet 
expectations (negative and positive). New Zealand universities have undertaken research studies aimed at 
understanding the expectations and perceptions of their students, specifically their international students.’ 
The overall effect of the research has been increased student satisfaction, leading ultimately to the develop- 
ment of favourable attitudes among the international student body. 

Let us look at the example of a female consumer, Lydia, and the beliefs she has about three pain-relieving, 
over-the-counter medicines. Each of them, Nurofen, Actiprofen and ACT-3, contains the same active ingredi- 
ent, 200 mg of the chemical ibuprofen. Two of them are in tablet form, while ACT-3 is in the form of a liquid- 
filled capsule. Figure 7.2 illustrates just how complex a consumer’ belief system can be, although it captures 
only a part of Lydia’s belief system about the three brands. Lydia’s belief system for all three brands consists 
of the same five basic attributes—relief from pain, relief from inflammation, speed of action, ease of swal- 
lowing and gentleness to the stomach. 

However, Lydia has somewhat different beliefs about the brands for several of the attributes. Specifically, 
when it comes to speed of action, she regards the claim ‘because it’s liquid, it works fast’ as a real plus for 
ACT-3. In contrast, she believes that Actiprofen is more effective for treating the ‘pain associated with inflam- 
mation’ because of the trouble the Actiprofen ads take to explain how inflammation produces the prostaglandins 
which aggravate the sensation of pain. Lydia prefers slightly Actiprofen and Nurofen over ACT-3 because their 
advertising graphically illustrates the pain of a headache. Nurofen is regarded as easier to swallow, a minor plus 
for Lydia. ACT-3 advertises that it is gentle on the stomach, but Lydia is not sure how this fits in with its eftec- 
tiveness claim. Research that identifies such insights are useful in positioning a particular brand against compet- 


ing brands (see the discussion of perceptual mapping in Chapter 5). 


The affective component 
A consumer's feelings about a particular product or brand constitute the affective component of an attitude. 


These feelings are primarily evaluative in nature. They capture an individual's overall assessment of the attitude 


FIGURE 7.2 | Aconsumer’s belief system for three brands of pain-relief medicines 
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Easy swallow 


ay avalon 


Very 
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object; that is, the extent to which the person rates the attitude object as favourable or unfavourable. To illus- 
trate, Table 7.1 shows an evaluative (affective) scale of items that might be employed to assess air travellers’ 
attitudes towards Virgin airlines. 

Affect-laden experiences also manifest themselves as aroused feelings (e.g. happiness, sadness, shame, 
disgust, anger, distress, guilt, surprise). Research indicates that such emotional states may enhance or amplify 
positive or negative experiences, and that later recollections of such experiences may impact on what comes 
to mind and how the individual acts.’ For instance, a young woman viewing a masterpiece in a leading art 
gallery is likely to be influenced by her emotional state at the time. If she is feeling particularly joyous, her 
positive response to the painting may be greatly amplified. The emotionally-enhanced response to the master- 
piece, and the whole museum experience, may lead her to recall with great pleasure the day she spent at the 
gallery. It may also influence her to persuade friends and acquaintances to visit the same gallery, and to make 
the personal decision to revisit the gallery frequently. 

In addition to utilising direct or global evaluative measures of an attitude object (e.g. from ‘good’ to ‘bad, 
or ‘pleasant’ to ‘unpleasant’, as depicted in Table 7.1), consumer researchers can also use a battery of affective 
response scales (i.e. measuring feelings and emotions) to construct a picture of consumers’ overall feelings about 
a product, service or ad. Table 7.2 gives an example of a 5-point scale that measures affective responses towards 


Virgin airlines. 


TABLE 7.1 | Evaluative scale used to gauge travellers’ attitudes towards Virgin airlines 


Compared with other airlines, flying Virgin airlines is: 


bad (1) (2) (3) (4) (5) (6) (7) good 
negative (1) (2) (3) (4) (5) (6) (7) positive 
unpleasant (1) (2) (3) (4) (5) (6) (7) pleasant 
unappealing (1) (2) (3) (4) (5) (6) (7) appealing 


TABLE 7.2 | Measuring consumer feelings and emotions about a Virgin airlines flight 


You have just flown from Sydney to Brisbane. We would appreciate it if you would identify how you felt during this flight. For 
each of the statements listed below, please place an ‘X’ in the box that corresponds with how you felt on the flight you have 
just made. (As an example, the first one has been done for you). 


Very Not at all 
| felt—trelaxed [ ] Ra = [ | [ ] 
| felt—bored [ ] [ | [ | [ ] [ ] 
| felt—stressed [ ] [ | [ ] [ ] [ ] 
| felt—lonely [ ] [ | [ | [ ] [ ] 
| felt—excited [ ] [ ] [ ] [ ] [ | 
| felt—sad [ ] [ | [ ] [ ] [ ] 
| felt—inspired [ ] [ | [ | [ | [ | 
[ ] [ | [ ] iE [ ] 


| felt—depressed 
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The conative component 

Conation, the final component of the tricomponent attitude model, is concerned with the likelihood or 
tendency that an individual will undertake a specific action or behave in a particular way with regard to the 
attitude object. According to some interpretations, the conative component may include the actual behaviour 
itself. 

In marketing and consumer research, the conative component is frequently treated as an expression of the 
consumer's intention to buy. Buyer intention scales are employed to assess the likelihood of a consumer 
purchasing a product or behaving in a certain way. Table 7.3 provides two examples of methods of measur- 
ing intention-to-buy. 


Two examples of intention-to-buy scales 


e Which of the following statements best describes the chance that you will buy Absolut vodka during the next month? 
| definitely will buy a bottle 
| probably will buy a bottle 
| am uncertain whether | will buy a bottle 


| probably will not buy any 
| definitely will not buy any 
e How likely are you to buy Absolut vodka during the next month? 
Very likely 
Likely 
Unlikely 
Very unlikely 


Consistency between the three components 
Although the three components are discussed separately, consumers strive for consistency among them. Certain 
cognitions give rise to certain feelings (or affect) and certain intentions. The consistency can be related to 
both the valence and the intensity. The valence refers to whether the thoughts, feelings and intentions are 
favourable or unfavourable. If experience leads to the modification of one component, some modification of 
the other components will occur. For instance, if the advertising for a Magnum Ego ice-cream bar produced 
positive beliefs and feelings, and the first experience with the ice-cream confirmed the thoughts and feelings, 
then the intention would also be positive. However, if over time the taste did not seem as pleasant as in the 
initial trials, consumers might alter their favourable beliefs about the combination of caramel and chocolate, 
and reduce the favourable intention to purchase. 

The second aspect of consistency is the strength with which the thoughts, feelings and intentions are held. 
Attitude strength refers to the degree of commitment one feels towards a thought, feeling or intention. The 
three components are interdependent and, therefore, influence each other. 


MULTI-ATTRIBUTE ATTITUDE MODELS 


Multi-attribute attitude models appeal to both consumer researchers and marketing practitioners because 
they examine attitudes in terms of selected product attributes or beliefs. While there are many variations of 
this type of attitude model, those proposed by Martin Fishbein and his associates have stimulated the greatest 
amount of research interest.* We have selected three Fishbein models to consider here: 
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1. the attitude-toward-object model 
2. the attitude-toward-behaviour model 
3 


. the theory-of-reasoned-action model. 


The attitude-toward-object model 

The attitude-toward-object model is especially suitable for measuring attitudes towards a product or service 
category or specific brands (i.e. the object).? According to this model, a consumer's attitude towards a product, 
or specific brands of a product, is defined as a function of the presence (or absence) and evaluation of certain 
product-specific beliefs or product attributes. In other words, consumers have generally favourable attitudes 
towards those brands they believe have an adequate level of positive attributes, and unfavourable attitu- 
des towards those brands they feel have an inadequate level of desired attributes or too many negative attrib- 
utes. Table 7.4 presents two hypothetical consumer belief systems for Lipton herbal teas (one favourable and 
the other unfavourable). 

The Fishbein attitude-toward-object model is usually depicted in the form of the following equation: 


n 

Attitude, = >. be 
where = 

Attitude, is a separately assessed overall measure of affect for or against the attitude object (e.g. a product, 
brand, service, retail establishment) 

b, is the strength of the belief that the attitude object contains the ith attribute (e.g. the likelihood that the 
Gillette Sensor will give a closer shave) 

e, is the evaluative dimension associated with the ith attribute (e.g. how good or bad is a closer shave) 

> indicates that there are n salient attributes over which the b, and e, combinations are summated. 

One of the shortcomings of the model is that a positive evaluation for a brand does not always predict behav- 
iour. For instance, a positive attitude towards BMW cars is not necessarily predictive of purchase behaviour. 


Box 7.1 shows examples of the questions that might be used to measure the attitude-toward-object model. 


The attitude-Toward-behaviour model 
The focus of Fishbein’s attitude-toward-behaviour model is the individual’s attitude towards behaving or acting 
with respect to an object, rather than the attitude towards the object itself. The appeal of the attitude-toward- 


behaviour model is that it seems to correspond more closely to actual behaviour than does the attitude- 


TABLE 7.4 | Two hypothetical consumer belief systems about Lipton herbal teas 


¢ Consumer I (mainly favourable) 

‘Lipton herbal teas are worth the few additional cents.’ 

‘Lipton herbal teas are an adventure.’ 

‘Lipton herbal teas are never boring.’ 

‘Lipton herbal teas receive great comments from my guests.’ 
e Consumer 2 (mainly unfavourable) 

‘Lipton makes the best tea.’ 

‘| sometimes drink regular Lipton tea.’ 

‘Lipton herbal teas sound too fancy for my wallet.’ 

Anyway, | don’t drink much tea; |’m a coffee person.’ 
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n 


Ag = : b. e, 


i= 1 


1. Background 


_ This exhibit is designed to demonstrate how the Attitude-Toward-the- 
_ Object model might be used to measure and calculate consumers’ 

__ attitudes with respect to three brands of fine wristwatches (i.e., 

_ Bulova, Concord and Omega) costing more than $600.00 each. 

_ Forsome sense of realism, assume that a consumer research firm 

/ is conducting a study of target consumers’ attitudes toward expensive 
_ watches. 


/ Based upon a Series of focus groups with target consumers, the re- 
_ search firm identified the following five major attributes that tend to 
be used by consumers to assess fine watches: 


(1) Design/style: 
| ‘Whether the watch has a distinctive look’ 


(2) Status: 
| ‘Whether the watch is easily recognised by others’ 


(3) Accuracy: 
| ‘Whether the watch keeps very good time’ 


(4) Durability: 
‘Whether the watch runs a long time without needing repairs’ 


(5) Priced over $600.00: 
| ‘Whether the watch is priced under $600.00’ 


2. Questions used to measure Attitude-Toward-the-Watches 
(i.e. the object) 


The following are questions prepared by the consumer research firm 
_ to measure each of the component parts of the Attitude-Toward-the- 
_ Object model, in terms of the identified five major attributes: 


(1) The evaluative (e,) component might be measured as follows: 


A watch that has a distinctive look is: 
7 very good [+3] [+2] [+1] [0] [-1] [-2] [8] very bad 


A watch that is easily recognised by others is: 
| very good [+3] [+2] [+1] [0] [-1] [-2] [-3] very bad 


The remaining three product attributes would also be measured on 
_ the same 7-point scale. 
(2) The belief (b;) component might be measured as follows: 


How likely is a Bulova watch to have a distinctive look? 
very likely [+3] [+2] [+1] [0] [-1] [-2] [-8] very unlikely 


How likely is a Bulova watch to be easily recognised by others? 
very likely [+3] [+2] [+1] [0] [-1] [-2] [-8] very unlikely 


How likely is a Bulova watch to keep accurate time? 
very likely [+3] [+2] [+1] [0] [-1] [-2] [-8] very unlikely 


_ How likely is a Bulova watch to run a long time between repairs? 
| very likely [+3] [+2] [+1] [0] [-1] [-2] [-8] very unlikely 


How likely is a Bulova watch to be priced under $600? 
very likely [+3] [+2] [+1] [0] [-1] [-2] [-3] very unlikely 


The same five belief-strength questions would be asked for the remaining 
two brands of watches. Given three brands of watches and five major 
attributes, a total of 15 belief-strength scales would be used. 


3. Survey Research 


The consumer research company next would conduct mall intercept 
interviews with 350 target market consumers who meet the client's demo- 
graphic criteria (basically upscale consumers, with $75,000-plus incomes 
and professional-managerial occupations). 


From the 350 completed questionnaires, an average response is 
determined for each belief (b) and evaluative (e) measure. A set of 
hypothetical summary results are presented below. 


Hypothetical Findings for the . 
Attitude-Toward-the-Object Analysis for Fine Watches 
(Average Results) 


Beliefs (b.) 

Attribute Evaluation (e,) Bulova Concord Omega 

; e b be b be b_ be 
Design/style +3 —2 -6 +1 +3 «+2 +6 
Status +3 2 -6 +1 +3 = «+1 +3 
Accuracy +] #3 +38 «8643 +3 «43 «148 
Durability +2 +1 42 +1 42 +3 +6 
Priced over $600 +2 —2 -4 +2 +4 +3 +6 
Total >) b;e, score —11 +15 +24 


4. Comments 


The design/style attribute (e.g., ‘Whether the watch has a distinctive 
look’) and the status attribute (e.g., ‘Whether the watch is easily recog- 
nised by others’) are the two most important attributes (i.e., each with a 
+3 value). The fact that the accuracy attribute received only a +1 value 
does not mean that it is unimportant, but rather that consumers tended 
to assume that all three watches were accurate. 


The Omega watch was assessed positively, with a total score of +24, 
followed by Concord with a +15, and Bulova trailing with a—-11. The 

low score for Bulova might mean that consumers have a negative attitude 
about it. Alternatively, it may be that consumers feel that it is not a luxury 
watch (scoring negatively on three attributes: design/style, status and 
priced over $600). It is therefore possible that consumers do not see the 
Bulova in the same subgroup of watches as the Omega and the Concord. 


While the Omega does very well (+24 out of a possible +33), the one area 
in which it has room to improve is status. If the Rolex watch was includ- 
ed in the analysis, it is likely that it would have done better than Omega 
with regard to status, since the Rolex is such a well recognized and 
admired watch. 


The above comments represent just some of the strategic marketing 
thoughts that flow from the research findings, and illustrate the types of 
insights possible from such analyses. 


toward-object model. For instance, knowing a consumer's attitude about the act of purchasing an $86 000 


BMW car (i.e. the attitude towards the behaviour) reveals more about the potential act of purchasing than does 


simply knowing the consumer's attitude towards the car (i.e. the attitude towards the object). This seems 


logical, because the consumer might have a positive attitude towards the $86 000 car, but a negative attitude 


towards the possibility of being able to purchase such an expensive vehicle. 
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The attitude-toward-behaviour model is depicted by the following equation:° 


n 


Attitude.) = >, be, 


I] 
j=] 
where 


Attitude, ,, is a separately assessed overall measure of affect for or against carrying out a specific action 


beh 
or Bahama ie buying or preparing) 

b, is the strength of the belief that an ith specific action will lead to a specific outcome 

e, is an evaluation of the ith outcome 

> indicates that there are n salient outcomes over which the b, and e, combinations are summated. 

Box 7.2 (page 231) shows examples of the questions that might be used to measure the attitude-toward- 


behaviour model. 


Theory-of-reasoned-action model 
The theory of reasoned action builds on other research conducted by Fishbein and his associates. It repre- 
sents a comprehensive integration of attitude components into a structure that is designed to lead to both 
better prediction and better explanations of behaviour. Like the basic tricomponent attitude model, the 
theory-of-reasoned-action model incorporates a cognitive component, an affective component and a conative 
component; however, these are arranged in a pattern different from that of the tricomponent model. 

Figure 7.3 is a depiction of the theory of reasoned action. Examine it carefully. Working backwards trom 


behaviour (e.g. the act of purchasing a particular service, product or brand), the model suggests that the best 


f FIGURE 7.3 | A simplified version of the theory of reasoned action 


Beliefs that the 
behaviour leads to 
certain outcomes 


Attitude towards 
the behaviour 


Evaluation of the 
outcomes 


Perceived evaluation of 
consumer's behaviour by 
referents 


Subjective 
norm 


Motivation to comply with the 
Specific referents 


Source: Adapted from Icek Ajzen and Martin Fishbein, Understanding Attitudes and Predicting Social Behavior, p. 84. © 1980. Adapted by permis- 
sion of Pearson Education Inc., Upper Saddle River, NJ. 
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_ 1. Direct measure of attitude-toward-behaviour (beh) 
_ Buying a Bulova watch is 
_ foolish 


[ ] bad 
[ ] 
_ pleasant [ ] 
[ ] 
[ ] 


| 

| wise 

| unpleasant 
| beneficial 

| unappealing 


_ harmful 
appealing 


(en BO ee es ee 


2. Indirect measure of attitude-toward-behaviour (beh) 
_ (a) Examples of behavioural beliefs (b.): 
_ Buying a Bulova watch is 

very likely [ ] [ ] [ ] [ ] [ ] [ ] [] very unlikely 

_ to give me a distinctive-looking watch. 

_ Buying a Bulova watch is 

very likely [ ] [ ] [ J [ | [ ] [ ] [] very unlikely 

_ to give me a watch that keeps accurate time. 

_ Buying a Bulova watch is 

very likely [ ] [ ] [ ] [ ] [ ] [ ] [] very unlikely 

_ to give me a reliable watch. 

- Buying a Bulova watch is 

very likely [ ] [ ] [ ] [ ] [ ] [ ] [ ] very unlikely 

_ to give me a watch that my friends would like to own. 

_ Buying a Bulova watch is 

very likely [ ] [ ] [ ] [ ] [ ] [ ] [] very unlikely 

_ to give me a watch that would cost more than $600. / 
_ The same five behavioural belief questions would be asked for the other two brands of watches. Given three brands of watches 
and five major attributes, a total of 15 behavioural-belief scales would be used. 
_ (b) The evaluative (e,) component might be measured as: 

Buying a watch that gives me a distinctive look is 

very good [ ] [ ] [ ] [ ] [ ] [ ] [] very bad 

Buying a watch that keeps accurate time is 

very good [ ] [ ] [ ] [ ] [ ] [ ] [] very bad 

_ Buying a watch that is reliable is 

very good [ ] [ ] [ ] [ ] [ ] [ ] [] very bad 

_ Buying a watch that my friends would like to own is 

very good [J [ ] [ ] i [] (1 [] very bad 

Buying a watch that costs more than $600 is 

very good [ ] [ ] [] [J [J [J [] very bad 


predictor of behaviour is the intention to act. Thus, if consumer researchers were directly interested solely in 
predicting behaviour, they would measure intention (using an intention-to-act scale). However, if they were 
also interested in understanding the underlying factors that contribute to a consumer's intention to act in a 
particular situation, they would look behind intention and consider the factors that led to intention—that is, 


the consumer's attitude towards the behaviour and the subjective norm. 
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The consumer's attitude towards the behaviour can be directly measured as affect (i.e. a measure of overall 
favourability towards the purchase). Further, as with intention, we can get behind the attitude to its under- 
lying dimensions (see the discussion of the attitude-toward-behaviour model). 

In accordance with this expanded model, to understand intention we must also measure the subjective 
norm that influences an individual’s intention to act. A subjective norm can be measured directly by assess- 
ing a consumer's feelings as to what relevant others (family, friends, flatmates, co-workers) would think of 
the action being contemplated; that is, would they look favourably or unfavourably on the anticipated action? 
As with an attitude, consumer researchers can get behind the subjective norm to the underlying factors that 
are likely to produce it. They accomplish this by assessing the normative beliefs that the individual attributes 
to relevant others, as well as the person’s motivation to comply with each of the relevant others. For instance, 
in a recent study comparing different attitude models the subjective norm was measured by asking students 
to indicate whether the people important to them approve or disapprove of their intended behaviour.’ 

The above discussion and examples suggest that the theory of reasoned action is a series of interrelated attitude 
components (i.e. beliefs precede attitude and normative beliefs precede subjective norms; attitudes and subjec- 
tive norms precede intention; and intention precedes actual behaviour).° Consistent with the theory of reasoned 
action, an attitude is not linked to behaviour as strongly or as directly as intention is linked to behaviour. 

Why study attitudes at all, if intention is ultimately a better predictor of behaviour? The answer is simple: 
iritention may be a better predictor, but it does not provide an adequate explanation of behaviour. If marketers 
want to understand why consumers act as they do, they require something more than a basically mechanical 
measure of what consumers expect to do (e.g. their buying intentions). Similarly, a measure of affect may be 
equivalent to an attitude; however, marketers usually want to know the underlying or salient attributes or 
beliefs that produce the specific effect (attitude). Box 7.3 illustrates the type of questions that might be used 


ir. applying the theory-of-reasoned-action model. 


THEORY OF TRYING 


Certain behaviours may be more difficult for individuals to achieve (e.g. quitting smoking or losing weight). 
The theory of trying’ was developed to explain strivings to perform a behaviour or to reach a goal. In such 
cases, there are often personal impediments (trying to quit smoking when addicted to nicotine or trying to 
lose weight but loving desserts) and/or environmental impediments (many people you socialise with smoke 
or a dinner invitation where you have little control over the menu) that might prevent the desired action or 
outcome from occurring. There are two important differences between the theory of reasoned action and the 
theory of trying. First, when trying to achieve a difficult goal a triad of concerns becomes salient: trying and 
succeeding, trying and failing, and the process of striving. The attitudes towards success and failure influence 
intentions. Each of the three attitudes (i.e. towards success, towards failure and towards process) are deter- 
mined by the summation of the ‘product’ of the consequence likelihoods (e.g. the chance that a person 
anticipates ‘looking better from dieting’) and consequence evaluations (e.g. how pleasant it would be for the 
person to ‘look better’). 

The second difference between the two theories is that the theory of trying incorporates past behaviour. 
The model proposes that the frequency of past trying (i.e. the consumer's prior experience with trying) impacts 
on both intention-to-try and the act of trying; the recency of past trying (i.e. the consumer's most recent expe- 
rience with trying) impacts solely on trying. The results of research into the model support the importance 
of these two factors in providing understanding and predictive accuracy of trying to consume. Box 7.4 
(page 234) provides examples of the questions that might be employed to measure the variables that make up 
the theory of trying (as depicted in Figure 7.4, page 236). 
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1. Direct measure of intention to buy 

_ Which of the following statements best describes the chance that you will buy a Bulova* watch during the next six months? 
_ —| definitely will buy one 

_ —| probably will buy one 

- —l|am uncertain whether | will buy one 

_ —| probably will not buy one 

_ —| definitely will not buy one 

_ 2. Direct measure of attitude-toward-behaviour (beh) 

_ (see measures in Box 7.2(1)) 

_ 3. Indirect measure of attitude-toward-behaviour (beh) 

_ (see measures in Box 7.2(2)) 

_ 4. Direct measure of subjective norm 

Most of the people who are important to me think | 

should [] f€] ¢€1] €] [1]  €) C1 © should not 
buy myself a Bulova watch during the next six months. 

_ 5, Indirect measure of subjective norm 

_ (a) Normative belief 

_ My wife thinks | 

_ should [] [] 1] 1) €]  +€1 C1 © should not 
buy myself a Bulova watch during the next six months. 

_ My friends think | 

_ should [] [1] Ut] €)] ©) C1] ©] © should not 
buy myself a Bulova watch during the next six months. 

_ (b) Motivation to comply 

_ Typically, | like to do what my wife suggests that | do. 

always [] {€}] Cf] C3 C1 C3 tl] © never 
Typically, | like to do what my friends suggest that | do. 

always [}] [1] ¢€) C1] CT] C1] C1 | never 


*Would also be asked for the two other brands of watches (i.e. Concord and Omega). 


ATTITUDE-TOWARD-THE-AD MODELS 


In an effort to understand the influence of advertising on consumer attitudes towards particular products or 
brands, considerable attention has been paid to developing what has been referred to as attitude-toward-the- 
ad models. 

Figure 7.5 (page 236) presents a schematic of some of the basic relationships described by an attitude- 
toward-the-ad model. As the model depicts, the consumer forms various feelings (affect) and judgments (cogni- 
tion) as the result of exposure to an ad. These feelings and judgments in turn affect the consumer’ attitude 
towards the ad and beliefs about the brand acquired from being exposed to the ad. Finally, the consumer's 
attitude towards the ad and beliefs about the product influence his or her attitude towards the brand.’° 

In assessing consumer attitudes towards an ad, researchers maintain that it is critical to distinguish between, 


and separately measure, cognitive evaluations of the ad (i.e. judgments about the ad such as whether it is 
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BOX 7.4 How the theory of trying is measured 


| Trying is assessed by a self-report measure in terms of past frequency, recency, beliefs and evaluations of consequences. 
_ Example: Trying to buy a house 


A. Past frequency 
During the past two years, | have looked for a house to buy 


[1] [2] [3] [4] [5] [6] 
very many many several a couple once not at 
times times times of times all 

B. Recency 
_ During the past six months, | have looked for a house to buy 

yes no 


_ C. Beliefs about consequent likelihoods are measured on a series of 7-point scales, using extremely likely/extremely unlikely 
as end-points. 


1. Beliefs about trying and succeeding: 
a. | would feel very good about myself. 
b. My family would be very proud. 
c. My children would grow up in a better environment. 
d. My wife would be happier. 
e. My home life would be more enjoyable. 


RO 


Beliefs about trying but failing: 

a. No bank would give me a mortgage. 

b. | won't have to worry about gardening chores. 
c. | would have more free time. 

d. My family would be disappointed in me. 


3. Beliefs about the process itself: 
a. It's fun looking through other people’s houses. 
b. Looking gives my wife and me something to do on weekends. 
c. Looking at houses | can’t afford depresses me. 
d. It's hard to know how firm an asking price is. 
e. The agent is really working for the seller. 


D. Evaluations of consequences are assessed on the same series of 7-point scales as beliefs, using very satisfying/very 
unsatisfying as end-points. 
|. Trying and succeeding: 
a. | would feel very good about myself. 
b. My family would be very proud. 
c. My children would grow up in a better environment. 
cd. My wife would be happier. 
e. My home life would be more enjoyable. 
2. Trying but failing: 
a. No bank would give me a mortgage. 
b. | won't have to worry about gardening chores. 
c. | would have more free time. 
d. My family would be disappointed in me. 
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_ 3. The process itself: 
a. It’s fun looking through other people's houses. 
b. Looking gives my wife and me something to do on weekends. 
c. Looking at houses | can't afford depresses me. 
d. It’s hard to know how firm an asking price Is. 
e. The agent is really working for the seller. 


Attitude toward trying is measured on a series of 7-point scales. 
_ All things considered, looking for a house this past spring made me feel: 


good [1] [2] [3] [4] [5] [6] [7] bad 
_ frustrated [1] [2] [3] [4] [5] [6] [7] hopeful 
_ happy [1] [2] [3] [4] [5] [6] [7] unhappy 
_ satisfied [1] [2] [3] [4] (5] [6] [7] dissatistied 
1. Attitude toward trying and succeeding: 
/ a. Finding a house | can afford to buy would make me feel: 
lucky [1] [2] [3] [4] [5] [6] [7] unlucky 
richer [1] [2] [3] [4] [5] [6] [7] poorer 
2. Attitude toward trying but failing: 
/ a. Not being able to find a house | can afford to buy would make me feel: 
lucky [1] [2] [3] [4] [5] [6] [7] unlucky 
richer [1] [2] [3] [4] [5] [6] [7] poorer 


Expectations of success and failure are measured on a /-point scale, using extremely likely/extremely unlikely as end- 
points. (Expectations represent the individual's perceived control over his or her lifestyle and/or environment.) 
1. a. Assuming | try to find a house next autumn, it is: 
extremely —[1] (2] (3] [4] (5] (6] [7] extremely 
likely unlikely 
that | will actually find a house | can afford. 
2. b. Assuming | try to find a house next autumn, it is: 
Extremely ~—‘[1] [2] [3] [4] [5] (6] [7] extremely 
likely unlikely 
that | can get a mortgage at a rate | can afford. 


Subjective norms toward trying are measured on a 7-point scale, using extremely likely/extremely unlikely as end-points. 
Most people who are important to me think that | should try to buy a house during the next year. 
extremely (1] (2] (3] [4] [5] [6] [7] extremely 

likely unlikely 

Source: Based on Richard P Bagozzi and Paul R. Warshaw, ‘Trying to consume’, Journal of Consumer Research, 17, September 1990, p. 134. Reprinted by 
_ permission of The University of Chicago Press. | 


‘humorous’ or ‘informative’) and affective responses towards the ad (i.e. feelings experienced from exposure to 
the ad, including ‘a sense of fear’ or ‘a smile’ or ‘laughter’).'’ Box 7.5 (page 237) presents an example of how 
feelings or emotions (affective responses) and cognitive evaluations (judgments) have been measured within 
the context of studying attitudes towards an ad. Feelings appear to be properties of the individual, while eval- 
uations tend to be properties of the ad. For instance, it has been found in research that people are more likely 
to agree on whether an ad is credible, than to agree on how the ad makes them feel.!* Feelings are more affected 


by the similarity to other campaigns seen, the mood of the consumer!’ and the viewing environment.'* 
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(_FicuRE 7.4 | The theory of trying 


Attitude toward 
success 


_ Frequency of Recency of past 
past trying trying 


| Expectation of 
SUCCESS 


5; Attitude toward “Atitude toward 
: failure trying: _ 


Trying 


: Intention to try 


| Expectation of 
failure 


Attitude toward Social norm: 
process __ toward trying 


Source: Richard P Bagozzi and Paul R. Warshaw. ‘Trying to consume’, Journal of Consumer Research, 17, September 1990, p. 131. Reprinted by permis- 
sion of The University of Chicago Press. 


Note: Regarding the >be terms, the ‘b’s are consequence likelihoods, the ‘e’s are consequence evaluations; subscript i refers to consequences contin- 
gent on success; subscript j refers to consequences contingent on failure; subscript k refers to consequences associated with the process of trying, 
independent of success or failure considerations. 


[ FicuRE 1.5 | A conception of the relationship among elements in an attitude-toward-the-ad model 
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‘Exposure to an ad 


Judgments about the ad Feelings from the ad 
(cognition) : (affect) 


| Beliefs about the brand Attitude toward the ad 


~ Attitude towards 
the brands” 


Source: Inspired by and based in part on Julie A. Edell and Marian Chapman Burke, ‘The power of feelings in understanding advertising effects’, Journal 
of Consumer Research, 14, December 1987, p. 431. Published by The University of Chicago Press. 
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BOX 7.5 | Eiaiiplestl oth fans valine aiid iidenents are Ae ecad in iaiuties af attitudes tc towarisa aiverticamants 
A. Gauging affective responses (feelings) to the ad / 
Instructions: “We would like you to tell us how the ad you just saw made you feel. We are interested in your reactions to the 
_ ad, not how you would describe it. 
The following are samples of feeling- items that consumers would rank on a 5-point scale in terms of how well the word 
describes the consumer's feelings (5 = very strongly; 1 = not at all). / 


active (1] [2] [3] [4] [5] 
_ amused (1] [2] [3] [4] [5] 
carefree [1] [2] [3] [4] [5] 
creative (1] (2] [3] [4] (5] 
elated [1] [2] [3] [4] [5] 
joyous [1] [2] [3] [4] [5] 
_ inspired [1] [2] (3] [4] [5] 
sad ou 2 8 mW 6 
_ suspicious [1] [2] [3] [4] [5] 


B. Gauging cognitive evaluations (judgments) of the ad 

Instructions: ‘Now please tell us how well you think each of the words listed below describes the ad you have just seen ... 
Here we are interested in your thoughts about the ad, not about the brand or the product class.’ / 
The following are samples of judgment-items that consumers would rank on a 5-point scale in terms of how well the word 
describes the ad (5 = extremely well; 1 = not at all well). 


_ believable [1] [2] (3] [4] [5] 
exciting (1] [2] [3] [4] [5] 
_ humorous [1] [2] [3] [4] [5] 
interesting (1] (2) (3] (4 5] 
phoney (1] (2] (3] [4] 5] 
tender (1] [2] [3] [4] [5] 
terrible [1] [2] [3] [4] [5] 
valuable (1] (2] (3] (4] (5] 


: Source: Reprinted by permission from Marian Chapman Burke and Julie A. Edell, ‘The impact of feelings on ad-based affect and cognition’, Journal of Market- 
__ ing Research, 16, February 1989, pp. 73-74. Published by the American Marketing Association. Reprinted by permission. 


Consistent with Figure 7.5, research suggests that the feelings conveyed by an ad not only influence the 
attitude towards the ad itself, but also affect the consumer's evaluations of the brand and attitude towards 
the brand.'? However, it also appears that the positive effect of a liked ad on the attitude towards a brand 
immediately after an ad exposure may dwindle after a delay of a week. This implies that immediately after an 
ad exposure there may be a heightened impact which wears off quite rapidly if purchase action is postponed 
or delayed.'© Also, there is evidence that liking an ad does not compensate for what consumers believe is poor 
brand performance, nor does a disliked ad necessarily mean that the consumer would not select a brand that 
is felt to offer positive brand performance.'” Such research is helping to create a better understanding of how 
consumers’ attitudes towards specific ads influences their attitudes towards particular brands. 

A great deal of research has investigated the role of mood and the processing of persuasive messages. 
A general finding in the mood and persuasion literature is that positive moods decrease central processing 


and negative moods decrease peripheral processing.'® However, in a recent study, the researchers demonstrated 
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that when the mood induced by a television program seen before and after an ad is negative the consumer 
continues to think about the program during the ads, while a consumer in a more positive mood is likely to 
focus on the ad.!? The consumer in a positive mood processes the ad centrally and generates more positive 
thoughts about the ad. The consumer in a negative mood is more likely to process the ad peripherally and 
generate more negative thoughts about the ad. 

A number of other interesting observations can be drawn from attitude-toward-the-ad research. Specifi- 
cally, it appears that for a novel product (e.g. ‘ice-cream for dogs’), the consumer’s attitude towards the ad has 
a stronger impact on brand attitude and purchase intention than for a familiar product (e.g. traditional dog foods 
such as Pal or Chum).”° This same research found that beliefs about a brand (brand cognition) resulting from 
acd exposure play a much stronger role in determining attitudes towards the brand for a familiar product. This 
research highlights the importance of considering the nature of the attitude object in assessing the potential 
impact of advertising exposure. 

Still other research indicates that both positive and negative feelings towards ads tend to exist side by side, 
with both uniquely influencing an attitude.*! This suggests the importance of assessing a wide variety of 
feelings when studying the influence of ad exposure. 

Finally, research reveals that attitudes towards ads in general seem to have little impact on the attitude 
towards a specific ad; however, the attitude towards a specific type of advertising (e.g. comparative advertising) 
may have some impact on the attitude towards a specific ad.** If supported, these findings would establish that 
individuals who profess to ‘hate’ ads in general (or to ‘love’ advertising) would still be likely to form a unique 
attitude towards a specific ad (e.g. liking or disliking it). In the case of responses to a specific type of advertising, 
the implications are different. It appears, for instance, that if a consumer dislikes comparative advertising, a 
specific comparative ad (e.g. ‘Pepsi is better than Coke’) would be negatively influenced by the attitude towards 


comparative advertising in general. 


» Attitude formation 


We must consider how people, especially young people, form their initial general attitudes towards ‘things’. 


Consider consumer attitudes towards liquids they drink—water, soft drinks, milk, beer coffee and tea. On a 
more specific level, how do they form attitudes towards Mount Franklin spring water, Moccona coffee, Lipton 
tea, Pub Squash or Victoria Bitter beer? How do family members, friends, celebrities, mass media advertise- 
ments, even cultural memberships, influence the formation of their attitudes about consuming or not consum- 
ing each of these drinks? Why do some attitudes seem to persist indefinitely, while others change fairly often? 
The answers to such questions are of vital importance to marketers, for without knowing how attitudes are 
formed they are unable to understand or to influence consumer attitudes or behaviour in a desired way. 

Beliefs and attitudes form in a number of ways. People often form positive attitudes towards products before 
buying them, but not always. Low-involvement purchase decisions concerning inconspicuous, low-risk products, 
such as those that fill the pantry each week or fortnight, are handled differently from those where self-perception 
might be affected by a poor decision, or where there is a high economic price to pay for a poor decision. In the 
case of the high-involvement purchase decision, there is a greater likelihood that consumers will need to have 
developed a positive attitude towards the product before they will consider a brand, let alone purchase it. In 
the case of low-involvement products, bought at a convenience store or supermarket without much thought, 
it is quite likely that a positive or negative attitude is developed after the purchase. 

Our examination of attitude formation is divided into three areas: the learning of attitudes; the sources of 


influence on attitude formation; and the impact of personality on attitude formation. 
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HOW ATTITUDES ARE LEARNED 


When we speak of the formation of an attitude, we refer to the shift from having no attitude towards a given 
object (e.g. a personal computer) to having some attitude towards it (e.g. a personal computer is a useful 
tool). This is also relevant to a shift from having a negative attitude toward an object to a positive attitude. To 
understand this shift (attitude formation) requires an appreciation of the basic learning processes involved. 
We focus briefly on how attitudes are learned by considering how the learning theories discussed in Chapter 6 
relate to attitude formation. 


Classical conditioning 
Consumers often purchase new products that are associated with a favourably viewed brand name. Their 
favourable attitude towards the brand name, originally a neutral stimulus, may be the result of repeated satis- 
faction with other products produced by the same company. Using the classical conditioning (introduced in 
Chapter 6), the brand name is the unconditioned stimulus that, through associative learning and repetition, 
results in a favourable attitude (the unconditioned response). The idea of family branding is based on this form 
of attitude learning. For example, by giving a new blend of coffee the benefit of a well-known and respected 
family name, the Nestlé company is counting on an extension of the favourable attitudes already associated 
with the Nescafé brand name to the new Nescafé product. They are counting on stimulus generalisation from 
the brand name to the new product (see Figure 7.6). 

Similarly, marketers who associate their new products with admired celebrities are trying to create a 


positive bond between the celebrity, who already enjoys a positive attitude, and the ‘neutral’ new product. The 


Attitudes are formed through association with a favourable brand name 


Our n 


assis 


Source: Nescafé Gold Blend is the register 
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recognition and goodwill (the positive attitude) the celebrity enjoys is transferred to the product so that poten- 


tial consumers will quickly form positive attitudes towards the new product. 


Instrumental conditioning 

Sometimes attitudes follow the purchase and consumption of a product. For example, a consumer may purchase 
a brand-name product without having a prior attitude towards it, because it is the only product of its kind avail- 
able (e.g. the last tube of toothpaste in a hotel pharmacy). Consumers also make trial purchases of new brands 
from product categories in which they have little personal involvement (see Chapter 4). If they find the 
purchased brand satisfactory, they are likely to develop a favourable attitude towards it. 


Cognitive learning theory 

In situations where consumers seek information about a product in order to solve a problem or satisfy a need, 
they are likely to form attitudes (either positive or negative) about products on the basis of an information 
search and their own cognitions (knowledge and beliefs). For instance, teenage Cathy likes pavlova and has 
thought about making a pavlova for a party, yet imagines that making a ‘good’ pavlova is tricky. When Cathy 
learns that Glad has a product that promises to make ‘even the stickiest meringue non-stick’, she is likely to 
form a positive attitude towards Glad Bake. 

In general, the more information consumers have about a product or service, the more likely they are to 
form attitudes about it—either positive or negative. However, regardless of available information, consumers 
are not always ready or willing to process product-related information. Furthermore, consumers often use 
only a limited amount of the information available to them. As discussed later in the text in relation to commu- 
nication, consumers usually absorb only three or four bits of information at one time. Research suggests that 
only two or three important beliefs about a product dominate in the formation of attitudes, and that less 
important beliefs provide little additional input.” 

This finding suggests that marketers should fight off the impulse to include all the features of their products 
and services in their ads; rather, they should focus on the few key points that are at the heart of what distin- 
guishes their product from the competition. 


SOURCES OF INFLUENCE ON ATTITUDE FORMATION 


The formation of consumer attitudes is strongly influenced by personal experience, by family and friends, by 


direct marketing and by exposure to the mass media. 


Direct and past experience 
The primary means by which attitudes towards goods and services are formed is through the consumer's direct 
experience of trying and evaluating them. Recognising the importance of direct experience, marketers frequently 


attempt to stimulate trials of new products by offering cents-off coupons or even free samples.** 


Family and friends 

As we come into contact with others, especially family, close friends and admired individuals (e.g. a respected 
teacher), we form attitudes that influence our lives. The family is an extremely important source of influence 
on the formation of attitudes, for it is the family that provides us with many of our basic values and a wide 
range of less central beliefs. For instance, young children who are rewarded for good behaviour with sweet 


foods and lollies often retain a taste for (and positive attitude towards) sweets as adults. 


Direct marketing 
Marketers are increasingly using highly-focused direct marketing programs to target small consumer niches 


with products and services that fit their interests and lifestyles. (Niche marketing is sometimes called 
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micromarketing.) Marketers very carefully target customers on the basis of their demographic, psychographic 
or geodemographic profiles with highly personalised product offerings (e.g. golf clubs for left-handed people) 
and messages that show they understand their special needs and desires. 

Direct marketing is also useful to appeal to those who desire to experience the lifestyle, atmosphere and 
unique facilities of the 1850s in the Australian historical replica town of Sovereign Hill, in Victoria. 

Direct marketing efforts have an excellent chance of favourably influencing target consumers’ attitudes, 
because the products and services offered, and the promotional messages conveyed, are very carefully designed 
to address the individual segment’s needs and concerns, and are thus able to achieve a higher ‘hit rate’ than 


mass marketing. 


Mass media exposure 

In a country like Australia, where people have relatively easy access to newspapers and an almost infinite 
variety of general and special-interest magazines and television channels, consumers are constantly exposed 
to new ideas, products, opinions and advertisements. These mass media communications are an important 


source of information that influences the formation of consumer attitudes. 


PERSONALITY FACTORS 


Personality also plays a critical role in attitude formation. For example, individuals with a high need for cogni- 
tion (i.e. those who crave information and enjoy thinking) are likely to form positive attitudes in response to 
ads that are rich in product-related information. On the other hand, consumers who are relatively low in the 
need for cognition are more likely to form positive attitudes in response to ads that feature an attractive model 
or well-known celebrity. (See Chapter 6 for relevant applications of the central-and-peripheral-routes-to- 
persuasion theory.) In a similar fashion, attitudes towards new products and new consumption situations are 


strongly influenced by the specific personality characteristics of consumers. 


» Attitude change 


It is important to recognise that much that has been said about attitude formation is also basically true of 


attitude change. That is, attitude changes are learned; they are influenced by personal experience and other 
sources of information. Personality affects both the receptivity and the speed with which attitudes are likely 
to be altered. 


STRATEGIES OF ATTITUDE CHANGE 


Altering consumer attitudes is a key strategy consideration for most marketers. For marketers who are 
fortunate enough to be market leaders and enjoy a significant amount of customer goodwill and loyalty, the 
overriding goal is to fortify the existing positive attitudes of customers so that they will not succumb to 
competitors’ special offers and other enticements designed to win them over. For instance, in many product 
categories (e.g. kitchen products, where Jif has dominated for years, or greetings cards, where Hallmark has 
been the leader), most competitors take aim at the market leaders when developing their marketing strategies. 
Their objective is to change the attitudes of the market leaders’ customers and win them over. Among the 


attitude change strategies available to them are: 


i changing the consumer's basic motivational function 
ll associating the product with an admired group or event 


i relating two conflicting attitudes 
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l altering components of the multi-attribute model 
i changing consumer beliefs about competitors’ brands 
f the elaboration likelihood model (ELM). 


Changing the basic motivational function 

An effective strategy for changing consumer attitudes towards a product or brand is to make new needs promi- 
nent. One method for changing basic motivations is known as the functional approach.*? According to this 
approach, attitudes can be classified in terms of four functions: the utilitarian function; the ego-defensive 
function; the value-expressive function; and the knowledge function. Importantly, different consumers can 
hold different attitudes towards the same focal object for quite different reasons. Also an attitude can serve more 


than one of the four functions at the same time, however, generally one function will dominate or be dominant. 


The utilitarian Function 

We hold certain brand attitudes partly because of a brand’s utility. If a product has helped us in the past, even 
in a small way, our attitude towards it tends to be favourable. One way of changing attitudes in favour of a 
product is by showing people that it can serve a utilitarian function they may not have considered. For 


example, the advertisement for SunRice in Figure 7.7 stresses a utilitarian benefit. 


The ego-defensive function 
The ego-defensive function relates to the fact that most people 


want to protect their self-image from inner feelings of doubt. 


FIGURE 7.7 | An example of an advertised brand 
appealing to a single utilitarian 


benefit 
vance to the consumer and the likelihood of a favourable = 


By acknowledging this need, ads for cosmetics, personal 
hygiene products, clothing and apparel increase both their rele- 


attitude by offering reassurance to the consumers self-concept. 
Advertising that focuses on the fear a consumer may have 
about being ostracised socially by emphasising greater accep- 
tance through the brand is effective in targeting the ego-defen- 
sive function of attitudes. Within such contexts consumers 


generally form positive attitudes towards brands associated 
with social acceptance, approval or image enhancement. The 
erihancement of the self-concept or ego is seen in the simple 


message about how the brand ‘tells most about who you are’ 
in Figure 7.8. 


The value-expressive function 

The value-expressive function demonstrates how indi- 
viduals’ attitudes are related to their expression of 
general values, lifestyle and outlook. If a segment of 
consumers has a positive attitude towards being ‘in 
fashion’, then we could expect their attitudes towards 
high-fashion clothing to reflect this viewpoint. Thus, 


Sunkice have revolutionised tice with the creation 
. ; : ol new Pour & Store. A handy plastic starage container 
by knowing target consumers attitudes ; marketers can that's convenient to use and comes with its own built-in 


pensuring cup. Now that’s pretty neat, isnt it. 


anticipate their values, lifestyle and outlook more skil- i 
fully, and reflect these characteristics in their ads. For Source: Advertisement supplied courtesy of SunRice Australia. 
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FIGURE 7.8 | Example of advertised brand FIGURE 7.9 
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Source: Courtesy of Seiko Australia Pty Ltd. Source: Courtesy of Kao Brands. 


example, the John Frieda ad in Figure 7.9 appeals to the desire to express yourself with the tagline ‘Expose your 
glamorous side’. 


The knowledge function 

The knowledge function recognises that individuals usually have a strong need to know and understand the 
people and things they come into contact with. The consumers’ ‘need to know’, a cognitive need, is impor- 
tant to marketers concerned with product positioning. Indeed, most product and brand positionings are 
attempts to satisfy consumers’ need to know, and to improve their attitudes towards the brand by clarifying 
its advantages over competitive brands. For instance, recent advertisements for Kellogg’s Nutri-Grain boasted 
its higher level of proteins compared with other breakfast cereals. An ad for Ambre Solaire claims that photo- 
stable filtration allows for better protection from harmful UVA rays. 


Combining several functions 

Since different consumers may like or dislike the same product or service for different reasons, a functional 
framework for examining attitudes can be very useful. For instance, the ad for Hirudoid in Figure 7.10 (page 
246) fulfils a variety of functions: the number of functions and the benefits appeal to the utilitarian function; 
the knowledge that you will be confident and not embarrassed satisfies the ego-defensive function; and the 
knowledge function is fulfilled by listing the benefits. 
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Relating Two conflicting attitudes 

Among the many attitudes a person may hold, there is never complete consistency. A consumer may have a 
favourable attitude towards the colour blue, but may not like blue on his or her partner. When attitudes are in 
conflict, the consumer may have to make compromises, and it is a question of which attitude is more important. 

Attitude-change strategies can be designed to take advantage of actual or potential conflict between atti- 
tudes. Specifically, if consumers can be made to see that their attitude towards a brand is in conflict with 
another attitude, they may be induced to change their evaluation of the brand. 

For example, Tom, a young accountant who enjoys cooking, has generally believed that canola oil does not 
taste particularly good when used in food preparation. His view is consistent with the more general belief that 
foods that are good for you taste ‘bad’ and foods that are bad for you taste ‘good’. However, when Tom sees 
an ad for a light olive oil (low in cholesterol), he becomes eager to try the product because of his high regard 
for olive oil (positive attitude) and the claim that the olive oil is both healthy and tastes good (two potentially 
conflicting beliefs). If Tom likes the new product, this may help him alter his conflicting beliefs that a product 
cannot be both healthy and taste good. 

Along these lines, the Australian Dairy Corporation (ADC) developed an ad addressing the conflicting atti- 
tudes that margarine is healthier than butter (attitude no. 1) and that natural ingredients are healthier than 
processed foods with chemical additives (attitude no. 2) as depicted in Figure 7.11 (page 246). By emphasis- 
ing that margarine is a highly processed product with chemical additives, while butter is a truly natural product, 
the ADC implies that consumers should act on the more important attitude (attitude no. 2). 


Altering components of the multi-attribute model 

We have discussed a number of multi-attribute attitude models. These models have implications for attitude- 
change strategies. Using the popular Fishbein attitude-toward-object model, we consider the following strate- 
gies for bringing about attitude change: 


i changing the relative evaluation of attributes (e,) 
ll changing brand beliefs (b,) 

f adding an attribute (combined b, a) 

ll changing the overall brand rating ere 


Changing the relative evaluation of attributes 

The market for many product categories is structured so that different consumer segments are attracted to 
brands that offer different features or benefits. For instance, within a product category such as headache 
remedies, there are brands like Panadeine that stress potency, and brands like Tylenol that stress gentleness 
(i.e. contain no aspirin). These two brands of headache remedy have historically appealed to different segments 
of the overall headache remedy market. 

In general, when a product category is divided according to distinct product features or benefits that appeal 
to a particular segment of consumers, marketers usually have an opportunity to persuade consumers to ‘cross 
over’; that is, to persuade consumers who prefer one version of the product (e.g. brewed regular coffee) to shift 
their favourable attitudes towards another version of the product (e.g. brewed decaffeinated coffee), or vice 
versa. 

Such a strategy is tantamount to altering the relative evaluation of conflicting product attributes. In other 
words, it serves to upgrade consumer beliefs about one product attribute, and either downgrade some other 
attribute or convince consumers that it is not in conflict with the upgraded attribute. Since the attributes to 
be changed are usually important and distinctive, if consumer evaluation of one attribute can be upgraded, 


then there may well be a shift in overall consumer attitude or even in the intention to buy. If a consumer's switch 
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to decaffeinated coffee helps her sleep at night, she may switch to decaffeinated colas because she associates 
‘decaffeination’ with relaxation. 


Changing brand beliefs 

A second cognitive-oriented strategy for changing attitudes concentrates on changing beliefs or perceptions 
about the brand itself. This is by far the most common form of advertising appeal. Advertisers are constantly 
reminding us that their product has ‘more’, or is ‘better’ or ‘best’ in terms of some important product attribute. 
As a variation on this theme of ‘more’, ads for Palmolive dishwashing liquid are designed to extend consumers’ 
brand attitudes with regard to the product’s gentleness by suggesting it be used for hand washing fine clothing 
items. 

Two points must be made here. First, in the long run, attempts to change consumer perceptions about a 
brand attribute will not work if the brand does not actually have the attribute in question. Second, changes 
in the relative evaluations of both the brand attribute and the brand-attribute beliefs must not be too drastic, 
because too extreme an advertising position is likely to result in rejection of the whole message. This caution 
is based on the assimilation-contrast theory.*° This theory warns that marketers trying to change attitudes 
by altering the relative evaluations of either attributes or brand-attribute beliefs must be careful to avoid 
‘overkill’ or overselling their case. According to this theory, consumers will assimilate (or accept) only moderate 
changes. If the change suggested by a message is too extreme, the contrast is likely to result in distortion of 
the whole message and rejection of the message as being too extreme. For example, many people reject the 
notion of high cholesterol contributing to heart disease and strokes because they cannot envisage denying 


themselves butter, red meat or rich desserts. 


Adding an attribute 


Another cognitive strategy consists of adding an attribute. This can be accomplished by adding either an 
attribute that has previously been ignored or one that represents a technological improvement or innovation. 
If a product itself is changed and consumers learn about the change, their attitudes may be affected. Often this 
is the simplest and easiest way to get people to change their attitudes. A slight change in the packaging of a 
consumer product may make a substantial difference to the consumer's initial attitude towards the product. 

The first route—adding a previously ignored attribute—notes that Mighty White Tip Top Bread is calcium- 
enriched and has more calcium than its competitors. For consumers interested in increasing their intake of 
calcium, the comparison of Tip Top and other white breads such as Sunicrust, for instance, has the power 
of enhancing their attitudes towards Tip Top’s Mighty White. 

The second route—adding an attribute that reflects an actual product change or technological innova- 
tion—is easier to accomplish than stressing a previously ignored attribute. An example can be seen in Dove's 
decision to introduce an unscented version of its popular moisturising bar. A woman with a strong prefer- 
ence for unscented cosmetic products may have been unwilling to buy the original Dove. However, her attitude 
towards Dove may change when she learns that it is now available in an unscented variety. 

A change in the properties of the product is readily observable, and sellers do not have to rely as much on 
persuasion and argument to convince the customer that something is different from before. There are many 
things a seller can change besides the product. The seller can change service, the attitude of sales staff or 
prices. It is often very effective to change the physical appearance of the product, or shop, or even the location 


of the shop. Modernising can create a completely new attitude on the part of the customers. 


Changing the overall brand rating 
Still another cognitive-oriented strategy consists of attempting to alter consumers’ overall assessment of the 


brand directly, without attempting to improve or change their evaluation of any single brand attribute. Such 
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FIGURE 7.10 


Ad for Hirudoid appeals to a variety FIGURE 7.11 | Changing beliefs about competitors’ 
brands 
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Source: Courtesy of Key Pharmaceuticals. 
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as the ‘standard’ to live up to, or that its cars are 


constantly in auto magazines’ top-10 lists. Source: Courtesy of Dairy Australia. 


Changing beliefs about competitors’ brands 

A final attitude strategy involves changing consumer beliefs about the attributes of competitive brands or 
product categories. For instance, the ad by the Australian Dairy Corporation (see Figure 7.11) for butter makes 
a dramatic assertion of the product’s superiority over margarine in an effort to shift attitudes with regard to 
its product. The claim that butter is the healthy natural food is designed to impact positively on consumer atti- 


tudes. In general, this strategy must be used with caution. 


Elaboration likelihood model [ELM] 


Compared with the various specific strategies of attitude change that we have reviewed, the elaboration like- 
lihood model (ELM) proposes the more global view that consumer attitudes are changed by two distinctly 
different ‘routes to persuasion’: a central route or a peripheral route (see Chapter 6).7’ The central route is 
particularly relevant to attitude change when a consumer's motivation or ability to assess the attitude object 
is high (high involvement); that is, attitude change occurs because the consumer seeks information relevant 
to the attitude object itself. When consumers are willing to exert the effort to comprehend, learn or evaluate 
the available information about the attitude object, learning—and attitude change—occur via the central route. 

In contrast, when a consumer's motivation or assessment skills are low, learning—and attitude change— 
occur via the peripheral route without the consumer focusing on information relevant to the attitude object 
itself. In such cases, attitude change is often an outcome of secondary inducements (e.g. cents-off coupon, free 
sample, beautiful background scenery or the encouragement of a celebrity endorsement). 
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ATTITUDE CHANGE INDUCED BY SHOCK 


Attitudes may develop quickly—not as the result of any deliberate strategy, but because of a traumatic expe- 
rience involving a great deal of emotion. Our attitude towards seat-belts can be changed very quickly from 


neutral to positive as the result of an accident involving someone we know. We may begin to use sunscreen 


regularly after someone we know develops skin cancer. 


Marketers make use of this ‘shock effect’ to bring about attitude change. We may be personally moved by 
the Transport Accident Commission (TAC) advertisements which showed the consequences for a young girl 


of being involved in a traffic accident without a seat-belt (see images displayed on TV ads and website 


<www.tac.vic.gov.au>). Other examples, such as the National Alcohol Campaign ads, focus on the issues devel- 


oping around the overconsumption of alcohol (see Figure 7.12). These ads can serve as reminders for those 


who have been involved in similar incidents. 


Normally, the formation of attitudes does not happen so quickly, but depends on repeated exposure. 


Attitudes that result from traumatic experience are often not as lasting as those that develop more slowly. 


» Behaviour can precede or 
follow attitude formation 


Our discussion of attitude formation and attitude 


change so far has stressed the traditional, 
‘rational’ view that consumers develop their atti- 
tudes before taking action (i.e. ‘Know what you 
are doing before you do it’). There are alterna- 
tives to this attitude-precedes-behaviour perspec- 


tive—for example, cognitive dissonance theory. 


COGNITIVE DISSONANCE THEORY 


According to cognitive dissonance theory, 
discomfort or dissonance occurs when a 
consumer holds conflicting thoughts about a 
belief or an attitude object. For instance, when 
consumers have made a commitment to buy a 
product, particularly an expensive one such as a 
car or a personal computer, the unique, positive 
qualities of the brands not selected remind 
consumers that they may not have made the 
wisest choice. Because purchase decisions often 
require some degree of compromise, post- 
purchase dissonance is quite normal. Neverthe- 
less, it is likely to leave consumers with an 
uneasy feeling about their prior beliefs or 
actions—a feeling they tend to resolve by 
changing their attitudes to conform to their 


behaviour. 


FIGURE 7.12 | Using the shock effect to bring about 
attitude and behaviour change 
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Source: Courtesy of the Australian Government’s National Youth Alcohol Campaign. 
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Thus, in the case of post-purchase dissonance, attitude change is frequently an outcome of behaviour. The 
conflicting thoughts or dissonant information that follow a purchase are prime factors that induce consumers 
to change their attitudes so that they will be consonant with their actual purchase behaviour. 

To illustrate how attitude change occurs in the context of post-purchase dissonance, let us consider Rachael 
and her newly-delivered car. The thought (i.e. the belief), initially raised by her mother, that “You will never 
be able to get the family into this size car’ still causes Rachael second thoughts about whether she did the 
right thing in buying a ‘small car’. (Uneasiness about the car’s size is now dissonant with the behaviour of 
purchasing and owning the sports coupe.) 

To reduce the dissonance arising from this conflict, Rachael can elect one or both of the following basic 


strategies: 


Adopt new cognitive beliefs supporting the original attitude or behaviour (i.e. buying the sports coupe) 
2. Re-evaluate the conflicting beliefs to create consonance. To make owning the coupe consonant with the 
negative concern about accommodating her family, Rachael can introduce a new supportive belief—for 
example, ‘The reason I really need a smaller car is so it can fit into those “small car” parking spaces at 
work.’ Alternatively, Rachael may re-evaluate the dissonant belief and reject it—for example, ‘The whole 


family is unlikely to ride together, anyhow!’ 


What makes post-purchase dissonance relevant to marketing strategists is the premise that dissonance 
propels consumers to take steps to reduce the unpleasant feelings created by the rival thoughts. A variety of tactics 
are open to consumers to reduce post-purchase dissonance. The consumer can rationalise the decision as being 
wise, seek out advertisements that support the choice (while avoiding those of dissonance-creating competi- 
tive brands), try to ‘sell’ friends on the positive features of the brand, or look to satisfied owners for reassur- 
ance. For Rachael this means selectively attending to advertisements about the reliability or efficiency of the car. 

In addition to such consumer-initiated tactics to reduce post-purchase uncertainty, a marketer can relieve 
consumer dissonance by including messages in its advertising specifically aimed at reinforcing consumer deci- 
sions, offering stronger guarantees or warranties, increasing the number and effectiveness of its services, or 
providing detailed brochures on how to use its products correctly. Beyond these dissonance-reducing tactics, 
marketers are increasingly developing affinity marketing or relationship marketing programs designed to 
reward good customers, and to build customer loyalty and satisfaction. Airlines, hotel chains and major car 


rental companies have all developed such programs for their best customers. 


ATTRIBUTION THEORY 


As a group of loosely interrelated social psychological principles, attribution theory attempts to explain how 
we assign causality to events on the basis of either our own behaviour or the behaviour of others.*® In other 
words, a person might say ‘I contributed to World Vision because it really helps people in need’ or ‘He tried 
to persuade me to buy that unknown washing machine because he’d make a bigger commission’. In attribu- 
tion theory, the underlying question is: why? Why did I do this? Why did he try to get me to switch brands? 
This process of making inferences about our own or another’s behaviour is a major component of attitude 
formation and change. 

Attribution theory describes attitude formation and change as an outgrowth of our interpretations of our 


own behaviour (self-perception) and experiences. 


Self-perception theory 
Of the various perspectives on attribution theory that have been proposed, self-perception theory—our inferences 


or judgments about the causes of our own behaviour—is a good starting point for a discussion of attribution. 
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In terms of consumer behaviour, self-perception theory suggests that attitudes develop as consumers look 
at and make judgments about their own behaviour. Simply stated, if a woman observes that she routinely 
purchases The Australian Financial Review on her way to work, she is apt to conclude from such behaviour 


that she likes The Australian Financial Review (i.e. she has a positive attitude towards this newspaper).?° 


Internal and external attributions 

Drawing inferences from our own behaviour is not always as simple or clear-cut as the newspaper example 
might suggest. To appreciate the complexity of self-perception theory, it is useful to distinguish between 
internal and external attributions. 

Let us assume that Joe has just finished using a popular computer presentations program, such as Microsoft's 
PowerPoint, for the first time and that his slide show was very well received by the audience. If, after review- 
ing the presentation, he says to himself, ‘I’m really a natural at making great presentations’, this statement 
would be an example of an internal attribution. It is an internal attribution because he is giving himself credit 
for the outcome (i.e. his ability, his skill, his effort). That is, he is saying, ‘This presentation is good because 
of me.’ On the other hand, if Joe concluded that the successful graphic presentation was due to factors beyond 
his control (e.g. a user-friendly program, the assistance of his friend Alan, or just luck), this would be an 
example of an external attribution. In this case, he might be saying, ‘My great presentation was beginner's 
luck.’ 

This distinction between internal and external attributions can be of strategic marketing importance. For 
instance, it would generally be in the best interests of Microsoft if users, especially inexperienced users, inter- 
nalised their successful use of the presentation package. If they internalise such positive experiences, it is 
more likely that they will repeat the behaviour and become a ‘satisfied’ regular user. However, if they were to 
externalise their success, it would be preferable that they attribute it to the Microsoft PowerPoint program 
rather than to an incidental environmental factor such as ‘beginner's luck’ or a friend’s ‘foolproof’ recipe. 

According to the principle of defensive attribution, consumers are likely to accept credit personally for 
success (internal attribution) and to credit failure to others or to outside events (external attribution). For 
this reason, it is crucial that marketers offer uniformly high-quality products that allow consumers to perceive 
themselves as the reason for the success—that is, ‘’m competent.’ Moreover, a company’s advertising should 
serve to reassure consumers, particularly inexperienced ones, that its products will not let them down but 


will make them ‘heroes’ instead. 


Foot-in-the-door technique 

Self-perception theorists have explored situations in which consumer compliance with a minor request affects 
subsequent compliance with a more substantial request. This strategy, commonly referred to as the foot-in-the- 
door technique, is based on the premise that individuals look at their prior behaviour (compliance with the 
minor request) and conclude that they are the kind of person who says ‘yes’ to such requests (i.e. an internal 
attribution). Such self-attribution serves to increase the likelihood that they will agree to the more substan- 
tial request. Someone who donates $5 to the Anti-Cancer Council might be persuaded to donate a much larger 
amount if properly approached. The initial donation is, in effect, the foot-in-the-door. 

Research into the foot-in-the-door technique has concentrated on how specific incentives (e.g. 250 ml 
more at no extra price) ultimately influence consumer attitudes and subsequent purchase behaviour. It appears 
that different-sized incentives create different degrees of internal attribution, which in turn lead to different 
amounts of attitude change. For instance, individuals who try a brand without any inducements, or those 


who buy a brand repeatedly, are more likely to infer increasingly positive attitudes towards the brand from their 
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respective behaviours (e.g. ‘I buy this brand because I like it’). In contrast, people who try a free sample are 
less committed to changing their attitudes towards the brand (‘I tried this brand because it was free’). 

Thus, contrary to what might be expected, it is not the largest incentive that is most likely to lead to 
positive attitude change. If an incentive is too big, marketers run the risk that consumers might externalise 
the cause of their behaviour to the incentive and be less likely to change their attitudes and less likely to make 
future purchases of the brand. Instead, what seems most effective is a moderate incentive, one that is just big 
enough to stimulate initial purchase of the brand, but still small enough to encourage consumers to inter- 


nalise their positive usage experience and allow a positive attitude change to occur.°° 


Attributions towards others 

In addition to understanding self-perception theory, it is important to understand attributions towards others 
because of the variety of potential applications to consumer behaviour and marketing. As suggested earlier in 
this section, every time we ask ‘Why?’ about a statement or action of another person—a family member, 
a friend, a salesperson—attribution theory is relevant. 

For example, if two friends are in an electronics shop, contemplating the purchase of a new cellular phone, 
a dealer's recommendation that they buy a Nokia phone costing $300 more than the one they were initially 
considering would logically lead to the question ‘Why?’. If the friends conclude that the salesman suggested 
the system because of its superior features (e.g. size, battery life, clarity), then they would be likely to judge 
his motives as ‘sincere’ and would possibly purchase the more expensive model. 

However, if they believed that he was interested only in the greater commission from selling the more 
expensive model, they might judge him as ‘insincere’ and be unlikely to buy the more expensive model. Indeed, 
they might leave and go elsewhere because they no longer trusted the salesman or the store. The consumer 
is really asking, ‘Is the salesman trying to sell me the more expensive model because of the superiority of the 
model or because of the higher commission?’ 

This example suggests that, in evaluating the words or deeds of others, the consumer tries to determine if 
the other person’s motives or skills are consistent with the consumer's best interests. If these motives or skills 
are judged congruent, the consumer is likely to respond favourably. Otherwise, the consumer is likely to reject 


the other person’s words, and make the purchase elsewhere. 


Attributions Towards things 

Consumer researchers are also interested in consumers’ attributions towards things, because a product (or 
service) can readily be thought of as ‘things’. It is in the area of judging product performance that consumers 
are most likely to form product attributions. Specifically, they want to find out why a product meets or does 
not meet their expectations. In this regard, they could attribute the product’s success (or failure) to them- 
selves, to the product itself, to other people or situations, or to some combination of these factors.*! To recall 
ari earlier example: when Joe developed an excellent presentation, he could attribute his success to the Microsoft 
Publisher software program (product attribution), to his own skill (self or internal attribution) or to his friend 


who helped him (external attribution). 


How we fest our attributions 

After making initial attributions of a product’s performance or a person’s words or actions, we often attempt 
to determine whether the inference we made is correct. According to attribution theory, we decide on the 
cause of an event by acting like ‘naive scientists’; that is, by collecting additional information in an attempt to 
confirm (or disconfirm) prior inferences. In collecting such information, we might employ the following 


criteria:> 
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1. Distinctiveness. The consumer attributes an action to a particular person (or product) if the action occurs 
when the person (or product) is present, and does not occur in its absence. 

2. Consistency over time. Whenever the person or product is present, the consumer’s reaction must be the 
same, or nearly so. 

3. Consistency over modality. The reaction must be the same even when the situation in which it occurs varies. 


4. Consensus. The action is perceived in the same way by other consumers. 


The following example illustrates how each of these criteria is used to make inferences about product 
performance and people’s actions. For example, if Jim, a homeowner who prides himself on his lawn, observes 
that his grass seems to be cut more evenly with his new Victa mower than with his former lawnmower, he is 
likely to credit the new Victa with the improved appearance of his lawn (distinctiveness). Furthermore, if Jim 
finds that his new Victa produces the same high-quality results each time he uses it, he tends to be more confi- 
dent about his initial observation (the inference has consistency over time). Similarly, he will also be more 
confident if he finds that his satisfaction with the Victa extends across a wide range of other related tasks, 
such as mulching grass and picking up leaves (i.e. consistency over modality). Finally, Jim will have still more 
confidence in his inferences to the extent that his friends who own Victa mowers have also had similar 
experiences (consensus). See Figure 7.13. 

Much like Jim, we go about gathering additional information from our experiences with people and things, 
and we use this information to test our initial inferences. Clearly, attributions are relevant to consumer satis- 
faction with a product, a salesperson, or even a retail establishment. Moreover, when we analyse the public 
policy effects of advertising substantiation, packaging legislation, sales cooling-off laws, and product liability 


laws, we can see the importance of an attribution perspective. 


FIGURE 7.13 | An example of the application of attribution theory 
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CASE STUDY 7.1 


Cool Communities Program 
Debra Grace & Deborah Griffin, Griffith University 


According to the Australian Greenhouse Office, Australian households are producing one-fifth of Australias gas 


emissions. In fact, there are 7 million households in Australia each producing more that 15 tonnes of greenhouse 


gas emissions every year. Energy use, car use and waste are the largest sources of these household emissions 


<www.greenhouse. gov.du>. 


Cool Communities is an Australian Government program concerned with finding ways to cut greenhouse gas 


emissions, save money and improve lifestyles at the same time. The program is delivered in partnership with 


non-government environment organisations from each Australian State and Territory. In order to inform future 


implementation of this program, the Australian Greenhouse Office commissioned research of householders, 


in January 2002, in an attempt to measure public awareness, attitudes and behaviour toward greenhouse gas 


issues. This research consisted of a national telephone survey of 401 respondents and a total of 28 focus 


groups, which represented all Australian states. 


The research addressed such issues as: 


environmental issues and greenhouse gases as a priority environmental issue 
knowledge of the enhanced greenhouse effect 

people’s attitude towards the greenhouse effect 

the impacts of global warming 

households’ contribution to Australia’s greenhouse gas emissions 
potential household abatement actions 

abatement actions currently being conducted by households 
general attitudes (positive and negative) to the greenhouse issue 
existing housing type, appliances and energy usage 

knowledge of abatement actions and options for their region 
motivation and interest in adopting abatement actions 


reaction to a variety of initiatives that were being proposed for their areas. 


A number of key findings resulted from the research. Some of these were: 


While 41% of survey respondents thought they knew ‘a fair amount to ‘quite a lot’ about the greenhouse 
effect, its implications and causes, only 15% of focus group participants had a real understanding of the 
greenhouse effect. Even amongst the minority who were familiar with the issue, some believed that global 
warming was the result of a nature variation in world temperatures, rather than being contributed to by 
the human race. 

Respondents in both the survey and the focus groups had very little or no knowledge of how households 
contributed to the greenhouse effect. 

The majority of respondents felt the greenhouse issue will only affect future generations. 

A considerable variation in knowledge of abatement actions and energy conservation options was evident 
between regions and between younger and older generations. 

While over 90% of respondents believed they were already taking actions towards energy conservation, 
only a minority were actually practising significant abatement actions such as using solar hot water or 
using alternatives to private cars. In fact, often those who held knowledge of abatement options were just 
as likely not to be practising them. 
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As a result of the research, a number of issues were raised for consideration in the development and imple- 


mentation of future Cool Communities programs designed to address the greenhouse issue. These included: 


i Due to the public’s understanding of the greenhouse effect being insufficient or confused, any attempts to 
change household behaviour may be very difficult. 

i Several motivational drivers such as appealing to financial savings or good community citizenship would 
need to be identified for future behaviour to be changed. 

i Future attempts to address this issue must include addressing the lack of knowledge regarding abatement 
actions or activities. 

ll Increasing knowledge of abatement actions may not necessarily equate to increased abatement behaviour 
of households. 
It was also noted in the report that other barriers would exist to changing household behaviour, such as: 

ll The perceived financial costs of installing energy efficient appliances or home renovations. 

i Low levels of knowledge of actions relating to energy efficiency. 

H 


No feedback to indicate that household actions make a contribution or are environmentally beneficial. 


In summary, it was recommended that future Cool Communities programs would need to raise knowledge 


levels, provide financial assistance where possible and provide positive reinforcement to householders who prac- 


tised abatement behaviours. 


Source: Australian Greenhouse Office, Australian Government, ‘Cool Communities’ [online] <www.green 


house.gov.au/coolcommunities/index.html>. 


Case Study Questions 


1. Provide strategic recommendations for the Cool Communities program based upon the Theory of Reasoned 


Action discussed in this chapter. 


2. How could attribution theory be used to make future Cool Communities programs more effective? 
3. How would you say the Elaboration Likelihood Model (ELM) applies to this case? 


Summary 


Attitudes are a learned predisposition to respond in a consis- 
tently favourable or unfavourable way with respect to a 
given object (e.g. a product category, a brand, a service, an 
advertisement, a retail store). Each property of this defini- 
tion is critical for understanding why and how attitudes are 
relevant in consumer behaviour and marketing. 

Of considerable importance in understanding the role of 
attitudes in consumer behaviour is an appreciation of the 
structure and composition of an attitude. Four broad cate- 
gories of attitude models have received attention: the 
tricomponent attitude model; multi-attribute attitude model; 
trying-to-consume model; and attitude-toward-the-ad 
model. 


The tricomponent model of attitudes consists of three 
parts: a cognitive component; an affective component; and 
a conative component. The cognitive component captures 
a consumer’s knowledge and perceptions (frequently in the 
form of beliefs) about products and services. The affective 
component focuses on a consumer's emotions or feelings 
with respect to a particular product or service. Evaluative in 
nature, the affective component ascertains an individual's 
overall assessment of the attitude object in terms of some 
kind of rating of favourableness. The conative component 
is concerned with the likelihood or tendency that a 
consumer will act in a specific fashion with respect to the 
attitude object. In marketing and consumer behaviour, the 
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conative component is frequently treated as an expression 
of a consumer's intention to buy. 

Multi-attribute attitude models (i.e. attitude-toward- 
object, attitude-toward-behaviour, and the theory of 
reasoned action) have received much attention from 
consumer researchers. As a group, these models examine 
consumer beliefs about specific product attributes 
(e.g. product or brand features or benefits). Recently, there 
has been an effort to make better accommodation of 
consumers’ goals as expressed by their ‘trying to consume’ 
(i.e. a goal the consumer is trying or planning to accom- 
plish). The theory of trying is designed to account for the 
many cases where the action or outcome is not certain. The 
attitude-toward-the-ad models examine the influence of 
advertisements on the consumer's attitudes towards the 
brand. How consumer attitudes are formed and how they 
are changed are two closely related issues of considerable 
concern to marketing practitioners. 

When it comes to attitude formation, it is useful to 
remember that attitudes are learned, and that different 
learning theories provide unique insights into how attitudes 
may initially be formed. Attitude formation is facilitated by 
direct personal experience, and influenced by the ideas and 
experiences of friends and family members, and the impres- 
sions acquired from exposure to mass media. In addition, it 
is likely that an individual's personality plays a major role 
in attitude formation. 

These same factors also have an impact on attitude 
change; that is, attitude changes are learned, they are influ- 
enced by personal experiences and the information gained 
from various personal and impersonal sources, and the 


Discussion questions 


1. Explain an attitude you recently formed towards a 
product or service in terms of both instrumental condi- 
tioning and cognitive learning theory. 

2. Explain how the product manager of a breakfast cereal 
might change consumer attitudes towards the company’s 
brand by: 

(a) changing beliefs about the brand 

(b) changing beliefs about competing brands 

(c) changing the relative evaluation of attributes 
(d) adding an attribute. 

3. The Transport Department of a large city is planning an 
advertising campaign to encourage people to switch 
from private cars to public transport. Give examples of 
how the department can use the following strategies to 


change commuters’ attitudes: 
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consumer's own personality affects both the acceptance and 
the speed with which attitudes are likely to be altered. 

Strategies of attitude change can be classified into six 
distinct categories: (1) changing the basic motivational 
function; (2) associating the product with a specific group 
or event; (3) relating to conflicting attitudes; (4) altering 
components of the multi-attribute model; (5) changing 
beliefs about competitors’ brands; (6) the elaboration like- 
lihood model. Each of these strategies provides the marketer 
with alternative ways of carrying out a program to alter 
consumers’ existing attitudes. 

Most discussions of attitude formation and attitude 
change stress the traditional view that consumers develop 
attitudes before they act. However, this may not always, or 
even usually, be true. Both cognitive dissonance theory and 
attribution theory provide alternative explanations of 
attitude formation and change which suggest that behav- 
iour might precede attitudes. Cognitive dissonance theory 
suggests that the conflicting thoughts, or dissonant infor- 
mation, that follows a purchase decision might propel 
consumers to change their attitudes to make them conso- 
nant with their actions. Attribution theory focuses on how 
people assign causality to events and how they form or alter 
attitudes as an outcome of assessing their own behaviour, 
or the behaviour of other people or things. 

What we can see overall is that understanding attitudes 
are a vital component of marketing, because of their influ- 
ence over a wide range of consumer behaviour including— 
consistent purchase patterns, recommendations to others, 
objects rankings, beliefs, evaluations and intentions. 


(a) changing the basic motivational function 
(b) changing beliefs about public transport 
(c) using self-perception theory 

(d) using cognitive dissonance. 

4. The Ford Company Australia is faced with the problem 
that many consumers perceive compact and medium- 
sized Australian cars to be of poorer quality than 
comparable Japanese cars. Assuming that Ford 
produces cars which are of equal or better quality than 
Japanese cars, how can the company persuade 


consumers of this fact? 


5. What are the two routes to persuasion, according to the 


elaboration likelihood model? Under what conditions 
should a marketer select one route rather than another 


in trying to change consumer attitudes? 


6. Should the marketer of a popular computer graphics experience post-purchase dissonance? How might the 
program prefer consumers to make internal or external student try to overcome it? How can the retailer who 
attributions? Explain your answer. sold the computer help reduce the student’s dissonance? 

7. A TAFE student has just purchased a new personal How can the computer’s manufacturer help? 


computer. What factors might cause this individual to 


Exercises 
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1. What sources influenced your attitude about this course component. Discuss each ad in the context of the 
before classes started? Has your initial attitude changed tricomponent model. In your view, why has each 
since the course started? If so, how? marketer taken the approach it did in each of these ads? 

2. Describe a situation in which you acquired an attitude 7. Identify five attributes that you seek in a soft drink, and 
towards a new product through exposure to an adver- two soft drink brands that you have consumed over the 
tisement for that product. Describe a situation where past month. Using the format in Box 7.1: 
you formed an attitude towards a product or brand on (a) calculate your evaluative component regarding soft 
the basis of personal influence. drinks; 

3. Find advertisements that illustrate each of the four moti- (b) calculate your beliefs regarding each brand sepa- 
vational functions of attitude. Distinguish between ads rately; 
that are designed to reinforce an existing attitude and (c) compose an attitude-toward-object analysis for each 
those aimed at changing an attitude. of the two brands. 

4. You are the product manager of Health Valley Foods, What implications do your findings have for the 
Inc. Develop a print advertisement for a new fat-free marketer of the brand that received the lower total score 
canned soup designed to influence consumer beliefs in your analysis? 
about three attributes of the new product. 8. Watch a television commercial for a product category 

5. Think back to the time when you were selecting a you frequently use but which advertises a brand you 
university. Did you experience dissonance immediately have never tried. Using the dimensions and attributes 
after you made a decision? Why, or why not? If you did presented in Box 7.5, evaluate your attitude towards the 
experience dissonance, how did you resolve it? commercial. Discuss the relationship between your 

6. Find two print ads, one illustrating the use of the affec- evaluation of the advertisement and your attitude 


tive component and the other illustrating the cognitive 
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social influences on buyer behaviour 


You'd be surprised how handy the Yellow Pages” 
are when you're setting up home. 


Source: © Telstra Corporation Limited 1999. Printed with permission. 


The views of others have a profound effect on consumer behaviour. Many advertisers will attempt to wield this 
influence directly through mass media, particularly television, radio, the print media and the ubiquitous email 
spam, while others use targeted communication through direct mail or tailored websites. In this chapter we 
will look at mass communication from the perspective of the consumer who has to deal with these multiple 
messages. We will then turn more specifically to the issue of reference groups—those groups of people who 
influence buyers, both positively and negatively in the products they desire, seek, buy and use. The integrat- 


ing theme for the chapter is communication. 


y> Communication via the media 


In its most basic form, communication is the transmission of a message from a sender to a receiver via a 


medium of some sort. An essential component of communication is feedback, which alerts the sender as to 


whether the intended message was in fact received. Figure 8.1 depicts this basic communication model. 


THE SENDER 


The sender initiates the communication. Using appropriate words, images and symbols the sender encodes the 
message. As a formal source, the sender is likely to represent either a for-profit (commercial) or a non-profit 
organisation; while an informal source can be a parent or a friend who gives product information or advice. 


Consumers often rely on informal communication sources because, unlike formal sources, the sender appar- 


E FIGURE 8.1 | Basic communication model 
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ently has nothing to gain from the receiver’s subsequent actions. For that reason, informal word-of-mouth 


communication tends to be highly persuasive. 


THE MESSAGE 


The message can be verbal (spoken or written) or non-verbal (a photograph) or a combination of the two. 
A verbal message, whether spoken or written, usually contains more specific product information than does 
a non-verbal message. Sometimes, both are combined to provide more information to the receiver than either 
would alone. Non-verbal information takes the form of symbolic communication, such as a logo or a symbol! 
exclusively associated with their brand. The Coca-Cola Company, for example, has trademarked both the 
word ‘Coke’ in a specific font and the shape of the traditional Coke bottle—both are instantly recognisable to 
consumers as symbols of the company’s best-selling soft drink.* The study of semiotics (see Chapter 11) is the 


study of the social meanings implied by such signs and symbols. 


Communication strategy 

In developing its message, the sponsor must establish the primary communication objectives. These might 
consist of creating awareness of a service, promoting sales of a product, encouraging (or discouraging) certain 
practices, attracting retail patronage, reducing post-purchase dissonance, creating goodwill, a favourable image, 
or any combination of these and other communication objectives. In addition, messages may be aimed at 
reinforcing beliefs, not changing them, e.g. FlyBuys ads may be aimed at keeping users loyal to the program. 
An essential component of a communication strategy is selecting the appropriate target audiences. This enables 
the marketer to create specific messages for each target group, and run them in specific media that are accessed 
by each target group. Companies that have many diverse audiences sometimes find it useful to develop a 
communication strategy that consists of an overall (i.e. umbrella) communications message to all their audi- 
ences, from which they spin off a series of related messages targeted directly at the specific interests of each 


individual segment. For example, Telstra has used Bert Newton to advertise a range of its services. 


Persuasive message strategies 
Persuasive messages should begin with an appeal to the needs and interests of the audience, and end with an 
appeal relevant to the marketers’ own needs. Advertisements that do not conclude with an action closing tend 
to provoke much less response from the consumer than those that do. Advertisers need to recognise that 
consumers are increasingly knowledgeable about how advertising strategies are developed and the devices 
used to attract attention and persuade.’ Senders must also know their target audiences’ characteristics in terms 
of education, interests, needs and realms of experience. Senders must then try to phrase their messages so 
that their audiences decode the messages in the ways intended.* A strong fit between the receiver and the 
message on both the emotional and cognitive levels is known as resonance.’ Using insights from semiotics, 
researchers have found that by manipulating the resonance of an ad, they could improve liking for the ad, 
brand attitudes and unaided recall of ad headlines.°® 

Non-verbal stimuli, such as photographs or illustrations, tend to reinforce verbal message arguments. 
A number of studies have manipulated the proportion of visual and verbal content used in print ads to inves- 
tigate their relative impact on learning and persuasion, but the findings were inconclusive. At times, body 
copy alone was more effective than the body copy plus visuals, while in other experiments the reverse was true. 
One study showed that when verbal information was low in imagery, the inclusion of visual examples increased 
consumer recall of the verbal information.’ 

Researchers study not only the semantics of ad messages (i.e. the meanings of the words used and result- 


ing inferences) but also the syntax (the sentence structure). One study found that ads using simple syntax 
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produced greater levels of recall, regardless of the strength of the argument, than ads of greater complexity.® 
Researchers also focus on the rhetoric of advertising.” The major focus of rhetorical research is to discover 
the most effective way to express a message in a given situation. Researchers are interested in rhetorical forms, 
such as Hertz’s ‘The sooner you're out of our sight the better’ (i.e. fast checkout) ad. The purpose of these 
studies is to discover the best way to phrase an advertising proposition to encourage processing that results 
in persuasion. Research findings suggest that rhetorical speech is most effective with unmotivated consumers, 
who would not otherwise process the ad. 

Involvement theory (see Chapter 6) suggests that individuals are more likely to devote active cognitive 
effort to evaluating the pros and cons of a product in a high-involvement purchase situation, and more likely 
to focus on peripheral message cues in a low-involvement situation (the Elaboration Likelihood Model). 
Marketers should follow the central route to persuasion by presenting advertising with strong, well- 
documented, issue-relevant arguments that encourage cognitive processing. When involvement is low, marketers 
should follow the peripheral route to persuasion by emphasising non-content message elements such as back- 
ground scenery, music or celebrity spokespeople. Such highly visual or symbolic cues provide the consumer 
with pleasant, indirect associations with the product, and provoke favourable inferences about its merits.'© 
Figure 8.2 features an ad taking the peripheral route. 

Despite the fact that many marketers have found that action closings tend to be more effective in encour- 
aging consumer response, researchers have also found that, for high-involvement audiences, open-ended 
advertisements (that is, ads that do not draw explicit conclusions) can be highly effective in terms of creating 


positive brand attitudes and purchase intentions." 


FIGURE 8.2 The peripheral route to persuasion 


Lab tested for strength. 


Source: © 2004 Kimberly-Clark Worldwide, Inc. Reprinted with permission. 
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OVERCOMING BARRIERS TO COMMUNICATION 


As we saw in Chapter 5, selective perception and advertising clutter can reduce the effectiveness of commu- 
nication. The best way for a sender to overcome clutter (or noise) is simply to repeat the message several 
times, much as a sailor does when sending an SOS message over and over again to make sure it is received. 
(The effects of repetition on learning were discussed in Chapter 6.) Repeated exposure to an advertising 
message (redundancy of the advertising appeal) helps surmount psychological barriers to message reception 
and thus facilitates message reception. Australian advertisers pioneered the practice of repeating a shorter 
version of an ad at the end of a long commercial break in which it earlier appeared. Copywriters often use 
contrast (see Chapter 6) to achieve cut through. Two techniques, forcing (jolting the consumer’s attention) and 


subverting (producing something unexpected or disconcerting) are often used.!? 


MESSAGE FRAMING 


Should marketers stress the benefits to be gained by using a specific product (positive framing) or the benefits 
to be lost by not using it (negatively)? (See prospect theory as discussed in Chapter 5.) Research suggests that 
the appropriate message-framing decision depends on the product category. One study found that positively- 
framed messages are more persuasive in low-involvement situations where there is little emphasis on detailed 
cognitive processing, and negatively-framed messages are more persuasive in situations encouraging detailed 
information processing.’ Research into consumers who had not used their credit cards in the previous three 
months found that negative framing (e.g. what they may lose by not using their card) had a stronger effect on 
later usage than positive framing.'* This is consistent with the prospect theory view that losses are more keenly 
felt than gains. However, in high involvement decisions with the consumer doing much cognitive processing, 


negative framing appears less successful.!? 


ONE-SIDED VERSUS TWO-SIDED MESSAGES 


Some marketers stress only positive factors about their products, and pretend that competition doesn’t exist. 
However, when competition does exist, and when it is likely to be vocal, such advertisers tend to lose credi- 
bility with the consumer. Claim credibility can sometimes be enhanced by actually disclaiming superiority of 
some product features. Communication researchers have investigated ways to insulate existing customers from 
outside persuasion.'® Their findings suggest that two-sided messages containing both positive and negative argu- 
ments about the brand serve to inoculate consumers against arguments that may be raised by competitors. In 
effect, this strategy provides consumers with counterarguments with which to dilute future attacks by compet- 
ing brands. This is very important in political marketing, where one of the main aims of campaigns is to 
maintain current supporters. 

If the audience is friendly (e.g. if it uses the advertisers products), if it initially favours the communica- 
tor’s position, or if it is not likely to hear an opposing argument, then a one-sided (supportive) message that 
stresses only favourable information is most effective. However, if the audience is critical or unfriendly (e.g. 
if it uses competitive products), if it is well-educated, or if it is likely to hear opposing claims, then a two-sided 
(refutational) message is likely to be more effective. Two-sided advertising messages are more credible than 
one-sided advertising messages because they acknowledge that the advertised brand has shortcomings. Such 
an approach tends to be effective in personal selling, PR campaigns designed to address negative publicity, 
when consumers are likely to see competitors’ negative counter-claims or when consumer attitudes to a brand 


are already negative." 
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COMPARATIVE ADVERTISING 


Comparative advertising is a widely-used marketing strategy in which a marketer claims product superior- 
ity over one or more explicitly named (or implicitly identified) competitors either on an overall basis or on 
selected product attributes. To reinforce credibility, some marketers cite an independent research organisation 
as the supplier of data used for the comparison. Although comparative advertising is used widely, some critics 
maintain that comparative ads may assist recall of the competitor's brand at the expense of the advertised 
brand. In general, though, studies have found that comparative ads are capable of exerting more positive 
effects on brand attitudes, purchase intentions and purchase than non-comparative advertisements.'® Compar- 
ative ads were also found to be more effective than non-comparative ads when the advertised brand had low 


market share.!° 


ORDER EFFECTS 


Is it best to present your commercial first or last? Should you give the bad news first or last? Communication 
researchers have found that the order in which a message is presented affects audience receptivity. On TV, the 
position of a commercial in a block can be critical. The commercials shown first are recalled best, those in the 
middle the least, and the ones at the end slightly better than those in the middle.”° One strategy employed by 
Australian advertisers to counter the clutter of extended ad breaks is to have a shortened repeat of their ad at 
the end of the break. There is also evidence that gripping program content (exciting or suspenseful material) 
can interfere with the recall of advertising content that interrupts it.7’ Other research in the US has revealed 
that order has a stronger effect on recall of audio messages (e.g. radio ads) than visual messages (e.g. print 
ads).?¢ 

Order is also important in listing product benefits within an ad. If audience interest is low, the most impor- 
tant point should be made first to attract attention. However, if interest is high, it is not necessary to pique 
curiosity, and so product benefits can be arranged in ascending order, with the most important point mentioned 
last. When both favourable and unfavourable information is to be presented (e.g. in an annual stockholders’ 
report), placing the favourable material first often produces greater tolerance for the unfavourable news. It 


also produces greater acceptance and better understanding of the total message. 


REPETITION 


Repetition is an important factor in learning (see Chapter 6). It is not surprising that repetition, or frequency 
of an ad, affects persuasion, ad recall, brand name recall and brand preferences. It also increases the likeli- 
hood that the brand will be included in the consumer’s consideration set. Research indicates that especially 
in low-involvement or inattentive processing, repetition has a positive effect on liking. One study showed that 
brand liking increased as a result of mere exposure when the consumer's attention was divided.*? Another 
study showed that in low-involvement situations, individuals are more likely to regard message claims that 
are repeated frequently as more credible than those which are not; the effect increased when consumers were 
required to engage in rote rehearsal of the message.** Research also found that multiple message expo- 
sures gave consumers More opportunity to internalise product attributes, to develop more or stronger cue 
associations, more positive attitudes, and increased willingness to resist competitive counterpersuasion 
efforts.” 

At the other end of the scale, over-repetition of advertising is said to cause wearout, in which ads are said 
to lose their effectiveness (presumably due to the loss of novelty). One research study that compared repeated 
showings of the one ad execution with a comparable number of repetitions of varied ad executions enhanced 


memory for the brand name. The study also supported the encoding variability hypothesis, which attributes 
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the superior memorability of varied executions to the multiple paths laid down in memory between the brand 
name and other concepts, providing alternative retrieval routes that increase access to the brand name.?° In 
Australia, transport authorities have deliberately made and rotated a series of road safety ads in order to 
maintain their effectiveness.*’ Marketing theory suggests that familiar brands are more likely to benefit from 


ad variation than are unfamiliar brands.7® 


EMOTIONAL ADVERTISING APPEALS 


Sometimes objective, factual appeals are more effective in persuading a target audience; sometimes emotional 
appeals are more etffective. It depends on the kind of audience needing to be reached and their degree of 
involvement in the product category. In general, however, logical, reason-why appeals are more effective in 
persuading educated audiences, and emotional appeals are more effective in persuading less-educated ones. 
The following section will examine the effectiveness of several frequently-used emotional appeals. Consumers 


can have an emotional response both to the products advertised and to the content of the ad. 


Fear appeals 

Fear is an effective advertising appeal often used in marketing communications. Figure 8.3 shows an ad 
promoting vaccination against meningococcal disease. It provides a compelling set of reasons for immediate 
action to prevent this common but deadly infection. Strong fear appeals tend to be less effective than mild fear 
appeals, while ads that stress the possible losses from not taking action (eg. allowing breast cancer to remain 
undiagnosed) are more effective than ads stressing positive gain from acting (e.g. chances of recovery are 
high).*? Another study of adolescent responses to fear communications found that adolescents are more 
persuaded to avoid drug use by messages that depict negative social consequences of drug use rather than 
physical threats to their bodies.*? There is no single explanation of the relationship between fear appeals and 
persuasiveness. One theory proposes that individuals cognitively appraise the available information regarding 
the severity of the threat, then they appraise the likelihood that the threat will occur; they evaluate whether 
coping behaviour can eliminate the threat’s danger, and if so, whether they have the ability to perform the 
coping behaviour. This theory is called the ordered protection motivation (OPM) model. The study also 
found that the personality variable ‘sensation seeking affected the processing of fear appeals. A high sensa- 
tion seeker is more likely to use drugs and also to react negatively to fear-focused anti-drug messages, feeling 


that he or she is immortal.?! 


Humour In advertising 

Many marketers use humorous appeals in the belief that humour will increase the acceptance and persua- 
siveness of their advertising communications. Other marketers avoid the use of humour because they fear 
their product will become an object of ridicule, that consumers will laugh at them rather than with them. 
One review of the impact of humour on advertising has concluded that:*? 


humour attracts attention 

humour does not harm comprehension (in some cases it may even aid comprehension) 
humour is not more effective at increasing persuasion 

humour does not enhance source credibility 

humour enhances ‘liking’ 

humour that is relevant to the product is superior to humour unrelated to the product 


audience factors (e.g. gender, ethnicity, age) affect the response to humorous advertising appeals 


the nature of the product affects the appropriateness of a humorous treatment 
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[_Ficue 8.3 | Fear appeal 


This has been a community message from Baxter Healthcare. www.baxterhealthcare.com.au 


ance Progr 


cat Survestts 


Sota Susie seep erae SIRE ACOSO ENA TN 


humour is more effective with existing products 
than with new products 

f humour is more appropriate for low-involvement 
products and ‘feeling-oriented’ products than for 


high-involvement products. 


Consumer cynicism about advertising has led 
marketers, especially those targeting younger groups, 
to use humour as an attention gaining device. The 
infamous Toohey’s Extra Dry commercial featuring a 
man’s tongue detaching itself to go in search of a bottle 
of beer is an obvious example. Figure 8.4 for Orica 
glues uses a gentler form of humour to reflect the 
adhesive properties of the product. So long as humour 
does not detract from the message, it is likely to be an 


effective attention gaining device. 


Agony advertising 

All of us have, at one time or another, been repelled 
by so-called agony commercials, which depict in 
diagrammatic detail the internal or intestinal effects of 
heartburn, indigestion, clogged sinus cavities or 
hammer-induced headaches. Nevertheless, pharma- 


ceutical companies continue to run such commercials 


In their search for a strong water based 


glue our scientists 


they take ages to stick 
Because while all the evidence suggests that people 


cle, 


Source: Courtesy of Orica Limited. 
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with great success because they appeal to a certain segment of the population that suffers from ailments that 
are not visible, and which therefore elicit little sympathy from family and friends. Their complaints are legit- 
imised by commercials with which they immediately identify. With the sponsor's credibility established (‘They 
really understand the misery I’m going through’), the message itself tends to be highly persuasive in getting 
consumers to buy the advertised product. 


Abrasive advertising 


How effective can unpleasant or annoying ads be? Studies of the sleeper effect indicate that the effectiveness 
of an advertising message can increase over time, despite the initial presence of a negative cue. It suggests 
that the memory of an unpleasant commercial that saturates the media and antagonises listeners or viewers 
may dissipate in the end, leaving only the brand name and the persuasive message in the minds of consumers. 
Late-night television viewers will experience many ads of this type, with nauseating ads for clearance sales, 
lighting and rugs being prime examples. There is stronger evidence for entertaining advertising being effec- 


tive in communicating positive brand images.*? 


5ex In advertising 


In our highly permissive society, sex in advertising seems to permeate the print media and the airwaves. Sex in 
advertising ranges from the blatancy of nudes and obvious double entendre to devices so subtle it takes a trained 
observer to recognise them. (See, for example, the discussion of sexual embeds in Chapter 5.) Australian media 
have generally been more permissive than the usually conservative Americans, but are less overt than the Euro- 
peans. There are many instances where advertisers who have used sex as a thematic appeal have been very 
successful. In other instances, such advertising has proved to interfere with message comprehension, especially 
when there is a lot of information to process.** When visual sexual content is present, the same research shows 
consumers tend to be distracted from the cognitive ad content. So why do advertisers continue to use sex in 
their advertising? The answer is simple. There are few appeals in advertising that equal its attention-getting value. 

There are strong indications that the type of interest that sex evokes often stops exactly where it started— 
with sex. If a sexually suggestive or explicit illustration is not relevant to the product advertised, it makes no 
selling impression on the reader. Researchers who investigated the impact of female nudity in advertisements 
have concluded that nudity may negatively impact the product message.*? One thread seems to run through 
all the research findings about sex in advertising: the advertiser must be sure that the product, the ad, the 


target audience, and the use of sexual themes and 


elements all work together. When sex is relevant 


to the product, it can be an extremely potent copy 


& 


Appropriate use of sexuality in advertising 


theme, as the controversial ad for Lovable lingerie 


illustrates in Figure 8.5. 


THE CHANNEL (MEDIUM) 


The medium or communications channel can be 
either personal (a conversation between people) 
or impersonal. Personal conversations may 
involve opinion leaders (see below), salespeople 
and their customers. Direct marketers, many of 
whom use sophisticated database marketing tech- 
niques, seek individual responses from adver- 
tisements placed in all the mass media: broadcast, Source: Courtesy of Lovable. 
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print, Internet, as well as from direct mail. People who demonstrate an interest in a particular website are 
now routinely asked, as part of permission marketing, to consent to further emails about these topics. 

Impersonal communication includes the mass media—print (newspapers, magazines, billboards, Yellow 
Pages), broadcast (radio, free-to-air television, pay television), cinema, outdoor advertising and electronic media 
(Internet, SMS, search engines like Google). Of national advertising, TV networks accounted for 30%, print 
media 59% and radio 7%, outdoor 3% and cinema 1%.°° Despite the general use of the term ‘mass media’ to 
describe impersonal media, there is also a growing trend towards media demassification as publishers and 
broadcasters shift their focus from large, general interest audiences to smaller, more specialised audiences. The 
huge growth in special interest and women’s magazine titles in Australia has been a clear indication of this. 

Broadband Internet connections offer fast access to a growing group of consumers and most larger busi- 
nesses. These modes permit the audiences of mass media to have a direct dialogue with most providers and 
thus have blurred the distinction between interpersonal and impersonal communication. The growth of spam 
(unsolicited email advertising) brought legislation in 2004 to restrict its use from sites located in Australia. 
Email viruses and worms have further limited the effectiveness of this medium. 


Mass media strategy 
Media strategy is an essential component of most communication plans. It calls for the placement of ads 
in the specific media that are read, viewed or heard by selected target markets. Remember, as noted in 
Chapter 3, accessibility of the audience is one of the criteria for successful market segmentation. To accom- 
plish this, advertisers develop, through research, a consumer profile of their target customers that includes 
the specific media they read or watch. A cost-effective media choice is one that closely matches the adver- 
tiser’s consumer profile to a medium’s audience profile. Table 8.1 shows radio listening profiles collected 
by Nielsen Media Research. It would appear that popular FM and ABC radio stations appeal to very differ- 
ent audiences. 

Before selecting specific media vehicles, advertisers must select general media categories that will carry 
their messages. Many advertisers use a multimedia campaign strategy, with one primary category carrying 
the major burden of the campaign (often television), and other categories providing supplemental support. 


TABLE 8.1 | Average share of audience (Monday-Sunday) 


Radio station All people 10+ Grocery buyers 18-24 00+ 
NOVA (Sydney) 11.8 8.5 34.4 0.6 
ABC702 9.1 10.0 1.7 15.9 
3AW (Melbourne) 14.2 17.2 1.0 27.9 
ABC774 (Melbourne) 10.7 11.8 2.5 19.3 
B105 (Brisbane) 18.4 16.6 30.2 a0 
ABC612 (Brisbane) 8.4 8.3 2.0 20.6 
SAFM (Adelaide) 20.4 lis 30.6 3.3 
ABC891 (Adelaide) 9.9 11.5 0.9 20.8 
94.5FM (Perth) 21.9 24.0 10.4 14.4 
ABC720 (Perth) 11.1 11.9 2.2 24.6 


Source: Adapted from Nielsen Media Research, see <www.nielsenmedia.com.au> (February 2004). Based on Survey No. 1 covering 18 January— 
14 February 2004. 
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Each media category has its own specific advantages. For example, print media and the Internet allow unlim- 
ited message length; broadcast messages have fixed durations and some media permit very timely messages.>/ 
Where possible, marketers place ads in specialised media where there is less psychological noise. For example, 
studies show that ads placed within the context of computer and video games and in movie theatres are 
recalled better than similar ads placed in more general media.® Choice of media will depend on the partic- 
ular product message. For example, a retailer who wants to advertise a clearance sale should advertise in 
daily newspapers, since that is where consumers are accustomed to looking for sales announcements. A 
marketer who wants to promote a power lawn-mower with unique cutting features would be wise to use a 
medium like television, on which the mower can be demonstrated in action. Once marketers have identified 
the appropriate media category (e.g. magazines), they can then choose the specific medium in that category 
(e.g. Women’s Weekly) that reaches their intended audiences. One medium often overlooked is the Yellow 
Pages, a prolific advertising medium run by Sensis (which is owned by Telstra). Case Study 8.1 shows how 
this medium has positioned itself. Finally, advertisers have to decide how often and how intensively they 
should schedule their ads.*’ The term reach refers to the number of different people or households that are 
exposed to the advertisement (either because they hear or watch the program or read the newspaper or 
magazine); frequency refers to how often they are exposed to it during a specified period of time. The term 
effective reach combines both concepts and has been defined as a minimum of three confirmed vehicle expo- 


sures to an individual member of a target group over an agreed-upon time period.*° 


THE RECEIVER 


The receiver is likely to be a targeted prospect or a customer. There are also many intermediary, and even 
unintended, audiences for marketing communications. Examples of intermediary audiences are wholesalers, 
distributors and retailers, who are sent trade advertising designed to persuade them to order and stock merchan- 
dise, and relevant professionals (such as architects or physicians) who are sent professional advertising in the 
hope that they will specify or prescribe the marketer's products. Unintended audiences often include stake- 
holders that are important to the marketer, such as employees, shareholders, creditors, suppliers, bankers and 
the local community, in addition to the general public.*! As some people are in multiple stakeholder roles, 
advertisers may need to keep their communication consistent. 

Message comprehension is the amount of meaning accurately derived from the message and is a function 
of the message characteristics, the receiver's opportunity and ability to encode (or process) the message, and 
the receiver's motivation.** Our demographics (e.g. age, gender, marital status), sociocultural memberships 
(social class, race, religion), personality and lifestyle are all key determinants in how a message is interpreted. 
Marketers sometimes assume that audiences receive the message in the way they intended. Unfortunately, 
communication can fail. A US study showed that one-third of consumers did not understand the main message 
in a direct mail piece, despite it being written at year-eight reading level.* 

Our level of involvement (see Chapter 6) plays a key role in how much attention is paid to the message, 
and how carefully it is decoded. People who have a low level of interest in home theatre systems, for example, 
may not pay much attention to an ad for specially-designed speakers, but may note how compactly they fit 
into a living-room setting. Mood or affect plays a significant role in how a message is decoded. A consumer’s 
mood affects the way in which an advertisement is perceived, recalled and acted upon.** Research indicates 
that the consumer's mood states are often influenced by the context in which the advertising message appears 
(e.g. the adjacent TV program or newspaper story) and the content of the ad itself, which in turn may affect 
the consumer's evaluation and recall of the message.” High arousal may limit central (i.e. cognitive) process- 


ing, increasing reliance on peripheral cues.*® Positive feelings induced by a commercial may enhance the 
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likelihood that consumers will buy the advertised product (e.g. a plasma TV). Similarly, depressing commer- 
cials may induce negative moods that may in fact be congruent with the marketer's objectives: consumers may 
be persuaded that a negative outcome will occur if they don’t buy the advertised product (e.g. accident insur- 
ance) or take the recommended action. For example, road safety ads may point out the lifelong guilt they 
would suffer if they drink and drive, then kill or maim a friend. The negative mood will encourage them to 
change their behaviour. 

In addition to inducing positive or negative cognitive moods, marketers can also induce non-cognitive 
moods through the use of advertising stimuli such as background music and scenery. Singapore Airlines creates 
a mood of elegance and traditional service in press and TV ads that serves to enhance consumer attitudes 
towards the company’s service. 

Credibility 

The perceived honesty and objectivity of the source of the communication has an enormous influence on how 
the communication is accepted by the receiver. If the source is well respected and highly thought of by the 
intended audience, the message is much more likely to be believed. Conversely, messages from a source consid- 
ered unreliable or untrustworthy will be received with scepticism and may be rejected. 

Credibility is built on a number of factors, the most important being the perceived intentions of the source. 
For example, if a garage offers a free brake check for your car, you may ask, “What does he stand to gain if 
I do what is suggested? No doubt he wants to find faults and get me to pay to have them fixed.’ As we shall 
see below, opinion leaders are thought to be credible because they perceived as having little to gain. 

Formal sources such as non-profit organisations and neutral rating services (such as Choice*’ magazine) 
have greater credibility than commercial sources because of the likelihood that they are more objective in their 
product assessments. That is why publicity is so valuable to a supplier: citations of a product in an editorial 
context, rather than in a paid advertisement, give the reader much more confidence in the message. In Australia, 
the ‘cash-for-comment’ scandals saw radio announcers failing to disclose their commercial relationship with 
companies and other organisations. Once the vested interests were known, the announcers and the organisa- 
tions lost credibility. 

When the intentions of a source are clearly profit-making, then reputation, expertise and knowledge become 
important factors in message credibility. The credibility of commercial messages is often based on the compos- 
ite evaluation of the reputations of the sender encapsulated in the brand of the product or store. 

The reputation of the medium that carries the advertisement also affects the credibility of the message— 
for example, ‘as advertised on television’. For example, ADMA, the association of the direct marketing industry, 
has promoted its ‘Direct Marketing Code of Practice’,** while the Australian Made campaign uses its exclu- 


sive kangaroo symbol.*? Spokespeople can also add to credibility, as we shall see below. 


FEEDBACK 


Feedback is an essential component of both interpersonal and impersonal communications. Since marketing 
communications are usually designed to persuade a target audience to act in a desired way (to purchase a 
product, to vote for a specific candidate, to drive safely), the ultimate test of their success is the receiver's 
response. For this reason, it is essential for the sender to obtain feedback as promptly and accurately as possible. 
Only through feedback can the sender determine if and how well the message has been received. 

An important advantage of interpersonal communication is the ability to obtain immediate feedback 
through verbal as well as non-verbal cues. Experienced communicators are very attentive to feedback and 
constantly modify their messages based on what they see or hear from the audience. Immediate feedback is 


the factor that makes personal selling so effective. It enables the salesperson to tailor the sales pitch to the 
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expressed needs and observed reactions of each prospect. Similarly, it enables a political candidate to selectively 
stress specific aspects of his or her platform in response to questions posed by prospective voters in face-to- 
face meetings. 

For mass communication, feedback is harder to obtain. While advertisers would like to measure the direct 
effect of advertising on sales and profits, this is often difficult to research.*° Measures such as changes in sales 
of the advertised product,”! inquiries to their call centre or hits on their website are used. 

Market research is extensively used, in three main ways. The first is pre-testing. Consumer reaction is tested 
before ads are in their final form. The results can be used to reshape or even remake ads, as well as altering their 
scheduling.°? However, there is some considerable debate about the effectiveness of pre-testing.°* The second 
strategy is advertising tracking where responses to ads (typically awareness and message comprehension) are 
measured repeatedly to see how they change in response to advertising. The third is post-campaign research. Table 
8.2 shows the results from 537 Australian advertising campaign studies (mainly on television) conducted by 
Newspoll Market Research. It is clear from the results that campaigns differ markedly in their effectiveness. 
Branding recall of advertsing is also a problem. Most people who had seen or heard the campaigns were unable 
to recall the brand being promoted. At times, respondents are just as likely to ‘remember’ the competitor's brand 
as the one being advertised. These results show just how difficult it is for advertisers to communicate effectively. 
Advertisers rely on media ratings to plan the scheduling and placement of their ads, such as television, radio 


and Internet ratings for electronic media and the readership research of the print media.>* 


Audience participation 

The provision of feedback changes the communication process from one-way to two-way communication. 
This is important to senders, because it enables them to determine whether and how well communication has 
taken place. But feedback is also important to receivers, because it enables them to participate, to be involved, 
to experience in some way the message itself. Participation by the receiver reinforces the message. An experi- 
enced communicator will ask questions and opinions of an audience to draw them into the discussion. Many 
lecturers use the participative approach in classrooms rather than the more sterile lecture format because they 


recognise that student participation tends to facilitate internalisation of the information discussed. 


» Reference groups 


a a EE 
One communication strategy used with telling effect by marketers is to employ reference groups—a collec- 


tion of social role models—who affect consumer behaviour. To understand this approach, we will first look 
at the concept of a group and then its application to the reference group context. 


WHAT IS A GROUP? 


A group may be defined as two or more people who interact to accomplish either individual or mutual goals. 
The broad scope of this definition includes an intimate ‘group’ of two neighbours attending a Neighbourhood 
Watch meeting or a larger, more formal group, such as a local scuba diving club, whose members are mutually 
interested in scuba equipment, training, and diving trips. Included in this definition, too, are a kind of ‘one-sided 
grouping’ in which an individual consumer observes the appearance or actions of others, who unknowingly serve 
as consumption-related role models. Table 8.3 (page 275) shows various ways groups can be classified. 


REFERENCE GROUPS 


A reference group is any person or group that serves as a point of comparison (or reference) for an individ- 
ual in forming either general or specific values, attitudes, or a specific guide for behaviour. From a marketing 
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TABLE 8.2 | Communication effectiveness of media campaigns 


Ad recall? Correct brand? 
Category of advertisement Average Min. Max. Average Min. Max. Campaigns 
ALL Campaigns 40% 3% 90% 33% 0% 92% D3 
Foodstuffs 41% 3% 90% 37% 0% 90% 100 
Media 38% 7% 86% 33% A% 18% 66 
Finance/Insurance 39% 4% 11% 25% 3% 81% 46 
Pharmaceuticals 44% 3% 83% 24% 3% 9/1 % al 
Retail 21% 11% 64% 471% 6% 81% 28 
Amusements 39% A% 15% 95% 2% 92% 24 
H'Hold Product/Cleaners 49% A% 84% 20% A% 82% 17 
H’Hold Equip./Furnish. 37% 12% 60% 21% 1% 98% 16 
Electrical Products 31% 6% 67% 18% 2% 0/% 14 
Bus./Communication Equip. 32% 1% 61% 18% 3% 11% is 
Petrol/Oil 42% 22% 65% 31% 9% 94% 11 
Liquor 46% 19% 65% 39% 21% 98% 10 
Travel/Tours 39% 10% 16% 94% 4% 8/% 10 
Vehicle Accessories 33% 12% 96% 32% 2% 61% 10 
Hair Preparations 63% 15% 83% 46% 1% 13% ) 
Oral Products 44% 20% 10% 38% 11% 10% ) 
Gardening 21% 13% 46% 18% 1% 39% 8 
Men’s/Women’s Toiletries 40% 28% 98% 33% 1% 0/% 6 
Paints/Adhesives/Access. 41% 1% 65% 11% 2% 16% 6 
Real Estate 56% 10% 171% 41% 3% 15% 6 
Government 4o% 15% 81% 21% 21% 21% 5 
Building 23% A% 46% 40% 29% 94% 4 
Passenger Vehicles 37% 34% 40% 38% 21% 92% 4 
Radio/TV/Sound Equip. 30% 13% 91% 16% 10% 24% 3 
Pet Foods/Products 93% 39% 66% 26% 2% 90% 2 
Charities/Fund Raisers 37% 37% 37% 38% 38% 38% l 
Commercial Vehicles 14% 14% 14% 64% 64% 64% l 
Gas Products 55% 55% 55% 16% 16% 16% 
Men’s Wear/Access. 68% 68% 68% 99% 99% 99% l 
smoking Accessories 11% 11% 11% 34% 34% 34% l 
Wines 46% 46% 46% 46% 40% 40% 1 
All Others 43% 8% 81% 35% 1% 84% 73 
37 


ALL Campaigns 40% 3% 90% 33% 0% 92% 


4 Percentage of all adults 18 plus who recalled the advertisement. 
© Percentage of all people who recalled the advertisment. 


Source: Based on Newspoll Telephone Omnibus. 
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TABLE 8.3 | Classifications of groups 


Classification Example 


Membership versus symbolic group—a group to which Member of a local cricket club versus aspiring to be a 
a person belongs versus one to which a person aspires member of the Australian test cricket team 
to belong 


Primary versus secondary group—while both are groups Member of your immediate family versus being made an 
to which a person belongs, a primary group Is important alumni member of a university from which you have 
to the person just graduated 


Formal versus informal group—groups which have rules Membership of a professional association versus a group 
of association versus those which occur naturally of friends or teammates 


perspective, reference groups are groups that serve as frames of reference for individuals in their purchase or 
consumption decisions. The usefulness of this concept is enhanced by the fact that it places no restrictions 
on group size or membership, nor does it require that consumers identify with a tangible group (that is, the 
group can be symbolic: owners of successful small businesses, leading corporate chief executive officers, rock 
stars, or golf celebrities). 

Reference groups that influence general or broadly defined values or behaviour are called normative refer- 
ence groups. An example of a child’s normative reference group is the immediate family, which is likely to play 
an important role in shaping the child’s general behaviour (e.g. foods to select for good nutrition, appropri- 
ate ways to dress for specific occasions, how and where to shop, or what constitutes ‘good’ value). Reference 
groups that serve as benchmarks for specific attitudes or behaviours are called comparative reference groups. 
For example, a family may imitate their next door neighbour and install a swimmming pool or make similar 
choices of home furnishings and cars, clothing, or holidays. Normative reference groups influence the devel- 
opment of a basic code of behaviour; while comparative reference groups influence the expression of specific 
consumer attitudes and behaviour. It is likely that the specific influences of comparative reference groups to 
some measure depend on the basic values and behaviour patterns established early in a person’s development 


by normative reference groups. 


Broadening the reference group concept 

The meaning of ‘reference group’ has changed over the years. As originally used, reference groups were narrowly 
defined to include only those groups with which a person interacted on a direct basis (like family and close 
friends). However, the concept gradually has broadened to include both direct and indirect individual or group 
influences. Indirect reference groups consist of those individuals or groups with whom a person does not 
have direct face-to-face contact, such as movie stars, sports heroes like Tiger Woods, political leaders or TV 
personalities. In addition, some groups have a negative influence on consumer behaviour, such as a political 
party whose values we do not share. We can distinguish four types of reference groups, using these concepts. 
Table 8.4 shows the details. 

As Figure 8.6 indicates, the major societal groupings that influence an individual's consumer behaviour are, 
in order: family, friends, social class, various subcultures, one’s own culture, and even other cultures. For 
instance, within the scope of ‘selected subcultures’, we would include various age categories (teenagers or 
baby boomers) that might serve as a reference group for their own or others’ behaviour (see Chapter 12). 
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TABLE 8.4 | Types of reference groups 


Type Example 


Contactual—direct contact and/or membership, behaviours Group of friends dress in a similar manner 
and values a positive influence 


Aspirational—indirect or symbolic membership, Consumers adopt the products and services used by 
behaviours and values a positive influence the rich and famous 

Disclaimant—direct contact and/or membership, A person dislikes the fact that most of their friends smoke 
behaviours and values a negative influence cigarettes 

Avoidance—person does not hold membership and A person dislikes the values held by a political party and 
the group has a negative influence votes for their alternative 


f FIGURE 8.6 : Major reference groups 


Reference groups 


Factors that affect reference group influence 

The degree of influence that a reference group exerts on an individual's behaviour usually depends on the 
nature of the individual and the product and on specific social factors. This section discusses how and why 
some of these factors influence consumer behaviour. Table 8.5 presents a broad view of the factors that influ- 


ence conformity. 


information and experience An individual who has first-hand experience with a product or service, or can easily 
obtain full information about it, is less likely to be influenced by the advice or example of others. On the other 
hand, a person who has little or no experience with a product or service and does not expect to have access 


to objective information about it (for example, a person who believes that advertising may be misleading or 
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TABLE 8.5 | Reference group factors affect product usage 


Necessity Luxury 


Public necessities Public luxuries 

Reference group influence: Reference group influence: 
Public e Product (weak) e Product (strong) 

e Brand (strong) e Brand (strong) 

Examples: wristwatch, car Examples: golf clubs, yacht 


Private necessities Private luxuries 

Reference group influence: Reference group influence: 
Private ¢ Product (weak) ¢ Product (strong) 

e Brand (weak) e Brand (weak) 

Examples: refrigerator, lamp Examples: TV game, icemaker 


Source: William 0. Bearden and Michael J. Etzel, ‘Reference group influences on product and brand purchase decisions’, Journal of Consumer Research, 
9, 1982, pp. 183-194. 


deceptive) is more likely to seek out the advice or example of others. For instance, when a sales rep wants to 
impress his client, he may take her to a restaurant he knows to be good or to one that has been highly recom- 
mended by a ‘Good Food’ guide. If he lacks reliable information, he may seek the advice of a friend or imitate 
the behaviour of other sales reps he admires. 


Credibility, attractiveness, and power of the reference group A reference group that is perceived as credible, 
attractive, or powerful can induce consumer attitude and behaviour change. For example, when consumers 
are concerned with obtaining accurate information about the performance or quality of a product or service, 
they are likely to be persuaded by those whom they consider trustworthy and knowledgeable. That is, they are 
more likely to be persuaded by sources with high credibility. 

When consumers are primarily concerned with the acceptance or approval of others they like, with whom 
they identify, or who offer them status or other benefits, they are likely to adopt their product, brand, or other 
behavioural characteristics. When consumers are primarily concerned with the power that a person or group 
can exert over them, they might choose products or services that conform to the norms of that person or 
group in order to avoid ridicule or punishment. However, unlike other reference groups that consumers follow 
because they are credible or because they are attractive, power groups are not as likely to cause attitude change. 
Individuals may conform to the behaviour of a powerful person or group, but are not as likely to experience 
a change in their own attitudes. 

Different reference groups may influence the beliefs, attitudes, and behaviour of an individual at different 
points in time or under different circumstances. For example, the dress habits of a young male executive may 
vary, depending on his place and role. He may conform to the dress code of his office by wearing dress shirts 
and conservative business suits by day and drastically alter his mode of dress after work by wearing more 


trendy, flamboyant styles. 


Conspicuousness of the product The potential influence of a reference group on a purchase decision varies 
according to how visually or verbally conspicuous the product is to others. A visually conspicuous product 
is one that will stand out and be noticed (such as a luxury item or novelty product); a verbally conspicuous 
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product may be highly interesting, or it may be easily described to others. Products that are especially conspic- 
uous and status-revealing (a new automobile, fashion clothing, sleek laptop computer, or home furniture) are 
most likely to be purchased with an eye to the reactions of relevant others. Table 8.5 shows some details. 
Research has found that among those attending a sporting event (e.g. baseball or basketball game), the more 
an individual identifies with a particular team, the greater the likelihood that he or she is likely to purchase 


the products of the companies that sponsor that team (e.g. a particular brand of beer).°? 


Reference groups and consumer conformity Marketers may have divergent goals with regard to consumer con- 
formity. Some marketers, especially market leaders, are interested in the ability of reference groups to change 
consumer attitudes and behaviour by encouraging conformity. To be capable of such influence, a reference 


group must accomplish the following: . 


inform or make the individual aware of a specific product or brand 

2. provide the individual with the opportunity to compare his or her own thinking with the attitudes and 
behaviour of the group 

3. influence the individual to adopt attitudes and behaviour that are consistent with the norms of the group 


4. legitimise the decision to use the same products as the group. 


In contrast, marketers, especially with a new brand or one that is not the market leader, may appeal to 
consumers to behave differently to the crowd. In reality, the non-conformity appeal can be thought of as a 
request to shift one’s reference (attitudes or behaviour) from one grouping (brand A users) to another refer- 


ence (non-A users or brand B users). 


Selected consumer-related reference groups As already mentioned, consumers are potentially influenced by a 
diverse range of people that they come in contact with or observe. We will consider the following six specific 


reference groups in this context. In addition, the family will be covered in Chapter 9. 


Friendship groups Friendship groups are typically classified as informal groups, because they are usually unstruc- 
tured and lack specific authority levels. In terms of relative influence, after an individual’s family, his or her 
friends are most likely to influence the individual's purchase decisions. Seeking and maintaining friendships 
is a basic drive of most people. Friends fulfil a wide range of needs: they provide companionship, security, and 
opportunities to discuss problems that an individual may be reluctant to discuss with family members. Friend- 
ships are also a sign of maturity and independence, for they represent a breaking away from the family and 
the forming of social ties with the outside world. 

The opinions and preferences of friends are an important influence in determining the products or brands 
a consumer ultimately selects. Marketers of products such as brand-name clothing, fine jewellery, snack foods, 
and alcoholic beverages recognise the power of peer group influence and frequently depict friendship situa- 


tions in their ads. 


Shopping groups Two or more people who shop together, whether for food, for clothing, or simply to pass the 
time, can be called a shopping group. Such groups are often offshoots of family or friendship groups.*° The 
motivations for shopping in a group range from a primarily social motive (to share time together and enjoy 
lunch after shopping), to helping reduce the risk when making an important decision (have someone along 
whose expertise will reduce the chance of making an incorrect purchase). In instances where none of the 
members of the shopping group knows much about the product under consideration (such as an expensive 
home entertainment centre), a shopping group may form for defensive reasons; members may feel more con- 


fident with a collective decision. 
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A special type of shopping group is the in-home shopping party, which typically consists of a group who 
gathers together in the home ofa friend to attend a ‘party’ devoted to demonstrating and evaluating a specific 
line of products. Early purchasers tend to create a bandwagon effect: Undecided guests often overcome a reluc- 
tance to buy when they see their friends make positive purchase decisions. Furthermore, some of the guests 
may feel obliged to buy because they are in the home of the sponsoring host or hostess. Tupperware is claimed 


to generate 90% of its annual sales in the US from such consumer parties.>” 


Work groups The sheer amount of time that people spend at their jobs provides ample opportunities for work 
groups to serve as a major influence on the consumption behaviour of members. Both the formal work group 
and the informal friendship-work group can influence consumer behaviour. The formal work group consists 
of individuals who work together as part of a team, and, thus, have a sustained opportunity to influence each 
other's consumption-related attitudes and actions. Informal friendship-work groups consist of people who 
have become friends as a result of working for the same firm, whether or not they work together as a team. 
Members of informal work groups may influence the consumption behaviour of other members during coffee 
or lunch breaks or at after-work meetings. Workplaces may see the sales of children’s books, cosmetics or 


fund-raising confectionery. Movies, restaurants and other forms of entertainment are frequently discussed. 


Virtual groups or communities Thanks to the Internet, virtual groups or communities are now common with 
special interest websites such as Whirlpool,’® and complaints sites centred on particular brands. Some include 
chat rooms. Whereas 50 years ago, the definition of a community stressed the notion of geographic proxim- 
ity and face-to-face relationships, today’s communities are much more broadly defined as ‘sets of social rela- 
tions among people.’”’ In this spirit, there is also today rather wide-scale access to what is known as ‘virtual 
communities’—a term referring to net-based consumer groups. These communities provide their members 
with access to extensive amounts of information and fellowship, and social interaction covering an extremely 
wide range of topics and issues (for instance, vegetarianism, cooking, filmmaking, romance, politics, tech- 
nology, art, online game playing, and travel). Virtual communities provide an opportunity for marketers to 
address consumers with a particular common interest and also have the ability to enhance the consumption 
experience (via discussion with others). 

The exchange of knowledge that can take place within a virtual community can help a good product sell 
faster and a poor product fail faster. Indeed, there are a number of ‘knowledge exchanges’ that permit regis- 
tered members and others to ask questions of ‘experts’ on subjects germane to that exchange. For example, 
EXP.com (see <www.exp.com>) offers expertise in 300 subjects, and does so without a subscription fee—the 
customer or expert can determine the prices for answers.®' And some virtual communities, hosted by a commer- 
cial source, are aimed at particular ethnic groups and contain online content targeted to a distinct ethnic 
community. Startec Global Communications Corporation <www.startec.com> already operates virtual commu- 
nities for Arab, Iranian, Turkish, Indian, and Chinese consumers. Its DragonSurf.com site (see <www.dragon 
surf.com>), for instance, concentrates on the needs and interests of young, educated Chinese Web surfers 
both in China and elsewhere.°* The anonymity of the Net gives users the freedom to express whatever views 
they wish, and to also benefit from savouring the views of others. Because of this anonymity, Internet users 


can say things to others that they would not say in face-to-face interactions.™ 


Brand communities Some brands are so distinctive that communities of purchasers, users and admirers have 
grown up around them. A brand community has been defined as ‘a specialized, non-geographically bound 
community, based on a structured set of social relationships among admirers of a brand . . . it is marked by a 
shared consciousness, rituals and traditions, and a sense of moral responsibility’.°* Classic examples are to be 


found in Harley Davidson owners and MG car clubs.°? Some companies have tried to foster these brand 
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communities. Jeep in the US offers multiple opportunities for Jeep owners to get to know each other, get to 
know their vehicles, and get to know the company. Jeep <www.jeep.com> conducts Jeep Jamborees (regional 
rallies that concentrate on off-road driving), Camp Jeep (a national rally offering off-road driving and product- 
related activities), and Jeep 101 (an off-road driving course with product-related activities and displays). At 
both Camp Jeep and Jeep 101 there are ‘camp counselors’ who provide participants with free beverages, free 
product information, and free off-road trail recommendations.®° The result is that Jeep has fostered involve- 


ment in its brand community, so that a bond exists between the Jeep owner and: 


the product 
the brand 
the company 


i ae 


other Jeep owners. 


The brand community is therefore ‘customer-centric’; it is the customer experience that provides meaning 


to the brand community, rather than the brand itself. 


Consumer-action groups A particular kind of consumer group—a consumer-action group—has emerged in 
response to the ‘consumerist movement’. Today, there are a large number of such groups who are dedicated 
to providing consumers with assistance in their effort to make the right purchase decisions, consume products 
and services in a healthy and responsible manner, and to generally add to the overall quality of their lives. The 
following are just a few examples of the diverse range of consumer concerns being addressed by private and 
public consumer action groups: Neighbourhood Watch, world youth development, forests and wildlife concerns, 
children’s television, disaster relief, energy conservation, education and anti-smoking. Consumer-action groups 
can be divided into two broad categories: (1) those that organise to correct a specific consumer abuse and 
then disband and (2) those that organise to address broader, more pervasive problem areas and operate over 
an extended or indefinite period of time. The overriding objective of many consumer-action groups is to bring 
sufficient pressure to bear on selected members of governments and the business community and make them 


correct perceived consumer abuses. 


Celebrities and other reference group appeals Celebrities and other similar reference group appeals are used 


very effectively by advertisers to communicate with their markets. 


Celebrities Celebrities, particularly movie stars, TV personalities, popular entertainers, and sports icons, provide 
a very common type of reference group appeal. Indeed, it has been estimated that 25% of US commercials 
include celebrity endorsers.°’ To their loyal followers and to much of the general public, celebrities represent 
an idealisation of life that most people imagine that they would love to live. Advertisers spend enormous sums 
of money to have celebrities promote their products, with the expectation that the reading or viewing audience 
will react positively to the celebrity’s association with their products. The number one celebrity endorser these 
days is probably Tiger Woods.® In the Australian market, retired sports people like Kieran Perkins, Steve 
Waugh and Cathy Freeman have been used in many campaigns. 

A firm that decides to employ a celebrity to promote its product or service has the choice of using the 
celebrity to give a testimonial, to give an endorsement, as an actor in a commercial, or as a company spokes- 
person. What is apparent is that the importance of certain celebrity characteristics varies depending on whether 
the product being promoted is technical (e.g. PCs) or non-technical (e.g. jeans) in nature. Specifically, for a 
product like a PC ‘trustworthiness’ of a celebrity is considered to be most important; whereas for a clothing 
item like jeans the ‘physical attractiveness’ of the celebrity is viewed as most important. 
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Of all the benefits that a celebrity might contribute to a firm’s advertising program—fame, talent, credibility, 
or charisma—celebrity credibility with the consumer audience is the most important. By celebrity credibil- 
ity, we mean the audience’s perception of both the celebrity’s expertise (how much the celebrity knows about 
the product area) and their trustworthiness (how honest the celebrity is about what he or she says about the 
product).° To illustrate this, when a celebrity endorses only one product, consumers are likely to perceive the 
product in a highly favourable light and indicate a greater intention to purchase it. In contrast, when a celebrity 
endorses a variety of products, his or her perceived credibility is reduced because of the apparent economic 
motivation underlying the celebrity's efforts.” 

Not all companies feel that using celebrity endorsers is the best way to advertise. Some companies avoid 
celebrities because they fear that if the celebrity gets involved in some undesirable act or event (e.g. an ugly 
matrimonial problem, a scandal, or a criminal case), the negative news or press coverage will negatively impact 
on the sale of the endorsed brand.’' For example, US researchers compiled a list of 48 undesirable events 
occurring between 1980 and 1994 that involved celebrity endorsers hired by publicly traded companies. The 
list included such notables as Mike Tyson, Michael Jackson, and Jennifer Capriati.” 


The expert A second type of reference group appeal used by marketers is the expert, a person who, because of 
his or her occupation, special training, or experience, is in a unique position to help the prospective consumer 
evaluate the product or service that the advertisement promotes. In the Australian market, former Reserve 


Bank governor Bernie Fraser appeared in a series of ads for superannuation funds. 


Trade or spokes-characters Trade or spokes-characters (for example, Louie the Fly), as well as familiar cartoon 
characters (e.g. Bart Simpson for Foxtel), serve as quasi-celebrity endorsers. These trade spokes-characters 
present an idealised image and dispense information that can be very important for the product or service 
that they ‘work for’. With few exceptions, trade spokes-characters serve as an exclusive spokesperson for a 
particular product or service. They sometimes provide a kind of personality for the product or service and 


make the product appear more friendly (such as Ronald McDonald). 


Common person appeals Here the focus is on ordinary people in everyday situations, ‘people like us’. Examples 
include Four ’N Twenty pies and the Meadow Lea's ‘you ought to be congratulated’ ads. 


Other reference group appeals A variety of other promotional strategies can function creatively as frames of refer- 
ence for consumers. Respected retailers and the editorial content of selected special-interest magazines can also 
function as frames of reference that influence consumer attitudes and behaviour. A regular reader of GQ might 
see unstructured and relaxed sport coats as appropriate to wear to work if the magazine were to feature them 
in office surroundings. In this case, the magazine is functioning as a frame of reference that influences consumer 
behaviour. And some marketers try to get a placement for their product or service in a movie. For example, 
in the movie Hannibal the film’s main character breaks into the apartment of an FBI agent and finds the agent's 
Verizon Wireless telephone bill.” 

Finally, even objective product ratings can serve as positive endorsements that encourage consumers to act 
favourably toward certain products. For example, many people look for the Heart Foundation’s tick of approval 
when buying food. A high rating by an objective rating magazine, such as Choice magazine, can also serve as 


an endorsement for a brand. 
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GASE STUDY 8.1 


Yellow Pages® Resonates with Female Market 

David Bednall, Deakin University 

The Yellow Pages has been part of Australian life since 1974. Many consumers would consider these direct- 
ories to be a commodity item, a regularly used but taken-for-granted way of seeking a supplier. Market research 
has repeatedly shown that most consumers use the Yellow Pages at least monthly and virtually all buyers are 
aware of it. However, research conducted for Yellow Pages in the early 1990s showed that females were less 
likely than males to use the product. In particular, only 40% of the heavy users (‘used at least once a week’) 
were female, while women comprised 60% of the light users (‘less often than once a month’) group. 

Thus in 1995 Pacific Access, the company that manages the directories, decided to find ways of increas- 
ing usage among females. Using the Roy Morgan Values Segments,” market research identified three groups 
where there was potential growth in the female market. These were the Young Optimism (YO), Something Better 
(SB) and Socially Aware (SA) segments. YO people tend to be young professionals, technocrats and students 
who are career focused, enjoy travel and seek personal fulfilment. SB people tend to be competitive, always 
seeking a bigger, better deal. They tend to have larger mortgages and prefer more power, status and security. 
SA people enjoy high social status and are avid seekers of information. They are always seeking new ideas 
and products and are interested in promoting their ideas, priorities and lifestyle to others (see Box 8.1 for 
more details). Clemenger Advertising was commissioned to prepare a campaign targeting women, based on 
the Values Segments and on the Yellow Pages’ core values of being ‘effective, reliable, helpful, indispensable’. 

The Roy Morgan Values Segments are based on a hybrid segmentation approach which combines socio- 
economic and personal values measures. They are typically associated with well-defined lifestyles. By under- 
standing these segments, the advertiser can design a campaign which resonates’ with the target market. In other 
words they can design ads that ‘strike a chord’ on both cognitive and emotional levels. The aim of communi- 
cation is to have the target audience identify with the ad, saying, ‘That’s me to a T, that’s just how I feel’. The 
Values Segments also permit the advertiser to select the media that most appeal to each segment and tailor a 
specific message to suit. 

In Box 8.1 the Value Segments are described, along with the Creative Work Plan strategy prepared by 
Clemenger Advertising for each segment. Also shown are the media used to carry the campaign to each 
segment. Because of the proliferation of magazine titles, it was possible to identify those which had high 
readership levels among each target segment, using Roy Morgan Research Readership data. 

Preparing an advertising campaign is not always straightforward, even with a well-developed communi- 
cation strategy. A number of print ads were prepared on behalf of Pacific Access. Ultimately one ad was chosen 
for each segment, as shown in Figure 8.7. The campaign using the ads started in mid-1995. It can be seen that 
most of the communication comes through the evocative visuals, not in the body copy which is sparse but well- 
targeted. This is consistent with consumers’ patterns of magazine use where ads need to communicate quickly. 
The Yellow Pages logo was present in each ad, but only in the Young Optimism ad were the directories them- 
selves shown. 

This was not the end of the story, however. In early 1996, Pacific Access commissioned Roy Morgan 
Research to conduct a study into reactions by women in the three Values Segments to these ads and the alter- 
natives originally prepared, but not used. A mixture of qualitative techniques, including semiotic analysis (see 
Chapter 11) were used in an attempt to understand what the ads communicated to consumers. Six group 
discussions were held, two for each Values Segment group. 


Overall the research confirmed the Yellow Pages as being big, universal, comprehensive, practical and used 
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Segment 
/ description 


/ Creative 


Young Optimism 


In their 20s. Active, trendy, 
outgoing, very progressive. Singles 
or in-couple situations. Relatively 
well off, they collect new 
experiences, ideas and 
relationships. Trendsetters, 
outgoing, ambitious, dynamic, 
active, career oriented. 


They are in the early household 
formation stage and they are 
inexperienced in the more difficult, 
less frequent, more expensive, 
Serious shopping decisions. 


Something Better 


Upwardly mobile, aged 25-39. 
Earning good (dual) income, but 
they borrow a lot to fund their 
lifestyle (home and activities) and 
they are often financially stressed. 
Over half have kids. Confident, 
ambitious, progressive. Working 
hard to keep ahead. 


Shopping is a constant trade- 
off between reasonable price and 
convenience. They'd like to 
exercise greater control over their 
buying needs, but it takes too 
much time. QUOTE: ‘There just 
aren't enough hours in the day to 
do the things | need to do. | hate 
not being in control and | hate 
buying things when I’m not sure if 
['m doing the right thing.’ 


- Communication and media strategies for each values segment 


Socially Aware 


Aged 30-49. Community-minded, 
politically and socially active, they 
enjoy persuading others to their 
own opinion. Avid arts goers, no 
real money worries, they tend to be 
wealth managers. They pursue a 
stimulating lifestyle, both in their 
homes and leisure. Green and 
progressive. 


They take a thoughtful and 
Strategic approach to life, including 
shopping. They seek information to 
allow them to make informed 
buying decisions. They like to feel 
sufficiently confident about a 
purchase to be in control of the 
process. QUOTE: ‘When | bought 
the washing machine, | did my 
homework and shopped around 
and | knew what | was doing. | 
knew that | was buying the quality 
| wanted because | had the 
knowledge to back my judgment.’ 


When you're not sure where to lf time and money are a problem, Use the Yellow Pages to do your 
_ Work Plan look, look in the Yellow Pages. Yellow Pages can save both. homework before you go shopping. 
_ communication By using the Yellow Pages you Yellow Pages saves time by That way, you'll know what you're 
_ approach can see what’s available, gather helping you locate the option doing. By using Yellow Pages you 
/ information, get ideas, be exposed nearest you and ensuring that the can gather a heap of information 
to different options, find people to item is available before you go and determine your options, before 
talk to. looking. It saves money by helping you go shopping. 
you get information, thereby 
allowing you to make the right 
value judgment when you buy. 
| Magazines HQ, Cosmopolitan and Cleo Take 5, That’s Life and New Marie Claire, She and New Woman 
_ targeted Weekly 


by everyone, as everyday items that ‘sit around until you need them’. For all groups, the Yellow Pages was seen 
as part of the puzzle of having to search for what they wanted, sometimes going round in circles, until they found 
what they wanted. Women from the YO group saw this as a normal part of life, as they were used to finding 
their way around problems. The SB women wanted the directories to deliver just what they were looking for 
and expected that when they know what they want it will be there under the category they look up. The SA 
women were more likely to regard the Yellow Pages as being part of a journey, a puzzling process that, while 
frustrating, ‘is simply part of the experience’. However, all groups found the Yellow Pages easy to use, although 
for the SB group they ‘look complicated but once you get into them they’re not as hard as they look’. 

One revealing question showed differences between the groups. When asked, ‘If the Yellow Pages was a 
person what kind of person would it be?’ a typical response for the YO group was, ‘my Mum—she helps me 
solve problems’, for the SB group, ‘my husband/son—he has the answers’, and for the SA group, ‘myself as 


mum/my son—I'll work it out for myself or my son might surprise me with an answer’. 
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All participants were shown the three ads and other executions prepared by Clemenger Advertising. In 
listening to what respondents say in such a group setting, the researchers were looking for cognitive/rational 
impressions of an ad, its emotional/affective appeal and the messages taken from it. In such situations, 
researchers have to be careful in interpreting responses given in such settings, because consumers are being 
asked to spend a considerable time contemplating the ads. In real life, ads may only get a few seconds of atten- 
tion. In addition, the process of talking about ads in groups often gives rise to socially desirable statements 


about what is depicted. 


[_Ficure 8./ | Print ad executions 


(a) Young Optimism 

‘You'd be surprised how handy the 
Yellow Pages are when you're 
setting up home.’ Based on a 
Strategy of speaking to the sense of — 
possibility and fulfilment important 
to this group. 


You'd be surprised how handy the Yellow Pages” 
are when you're setting up home. 


(b) Something Better 

Any mother can tell you why they 
invented the Yellow Pages.’ Based 
on a Strategy of appealing to those 
women juggling the difficulties of 
multiple tasks (including kids) while 
attempting to improve their 
Situation. 


Any mother can tell you why 
they.invented the Yellow Pages: 


Source: © Telstra Corporation Limited 1999. Printed with permission. 
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(c) Socially Aware 

‘Find all these people without 
leaving home.’ Based on a strategy 
of showing lots of possibilities to 
these avid consumers of 
information. 


Find all these people 


without leaving home. 


i 
Ei cee ea 
SS . 


The YO ad attracted some stated negatives from all groups, in terms of using a model who was ‘young’, 
‘trendy’, ‘blonde’, ‘beautiful’ and ‘size 10°. Those who believed it was unnecessary to use stereotypical ‘beauti- 
ful people’ in ads, said they preferred down-to-earth characters, such as the people in the famous ‘Gogo- 
mobile’ ad. One comment was that the ad needed more props such as a ladder or painter’s drop sheets to show 
more clearly that the person was setting up home for herself. Among the YO group a number could person- 
ally relate to the ad because, as one person put it, it was making ‘a very practical statement ... like Mum and 
Dad would say to you ... get the heater put on’. A few people reacted negatively to the perceived stereotype. 
Some in this group saw the woman as ‘dreaming’, ‘contemplating’ or ‘thoughtful. A few YO women saw the 
model sitting on the directories as meaning that she wasn’t going to use them or that she was ‘going to write 
a letter’ rather than use the Yellow Pages. Despite some negatives, the research showed that the group were more 
likely to identify with the situation shown in the ad than were the other groups. For example, the SB women 
gave responses like ‘dippy’, expressed annoyance that she had not made a decision or said simply that she did 
‘not appeal’ to them. Other ads aimed at the YO group clearly had less appeal than the ad actually used, indi- 
cating that it was difficult to communicate with this demanding group but that the ad used had an apt edge 
to it. 

The SB ad was preferred by all groups to ad alternatives targeting the SB group. However, cognitive responses 
to the ad included questioning what the ad had to do with the Yellow Pages while, on an emotional level, 
others saw it as ‘too violent’ or ‘a bit too gloomy’. The SB women wondered whether the mother shown should 
have used the Yellow Pages to ‘find an adoption agency’. 

The SA ad was liked by all the groups, because it made sense in terms of the Yellow Pages’ extensive coverage. 
Similarly, although the yellow colour was appropriate, some said there ‘was not enough contrast’ and that it 
was ‘meant to represent diversity yet it is all the same colour’. The SA women liked how the ad emphasised 
the multiplicity of the Yellow Pages and how it represented services as well as goods. For the SB women, it 
‘summed up the Yellow Pages’ with the images of ‘friendly faces’. In contrast, the YO women noted all those 
‘everyday people’ and the Australian look of the ad. 

Overall, the research showed the ads tested were capable of eliciting a varied response from the different 
Values Segments and that the ads actually used were generally better appreciated than alternative executions. 
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At the same time, consumers did not always identify closely with the situations depicted. Television advertising 


for the Yellow Pages has taken a broader, mass market approach emphasising genuine Australians, often in 


humorous situations involving the Yellow Pages (the books propping up the wheel of the broken down ute at 


the top of the hill, the man using pages from the directories as packing material, and the reprise of the Gogo- 


mobile). Because the magazine advertising took place in the midst of these other campaigns, it was difficult 


to assess its separate, long-term influence. However, market research over the period revealed a growth in the 


number of women who would consider the Yellow Pages as the first place they would look to find a new 


supplier. The ads themselves have won a number of international and domestic advertising awards. 


Case Study Questions 


1. If you were remaking the Yellow Pages magazine ads to target the YO, SA and SB groups, what changes to 


the communication approach would you make? 


2. Consumers often say they would prefer ‘real people’ rather than ‘attractive models’ in advertising? Why does 


most advertising not use such ‘real people’ in their campaigns? 


Summary 


Communication is defined as the transmission of a message 
from a sender to a receiver through some kind of channel 
or medium. There are five basic components of communi- 
cation: the sender, the receiver, the medium, the message, 
and some form of feedback (the receiver’s response). In the 
communication process, the sender encodes the message 
using words, pictures, symbols or spokespeople, and sends 
it through a selected channel of communication. Decoding, 
or interpreting, the message is based on the receiver's 
personal characteristics and experience; the receiver's 
response (or lack of response) is based on such factors as 
comprehension, psychological noise, selective exposure and 
selective attention. 

There are two types of communication: interpersonal 
and impersonal (or mass) communication. Interpersonal 
communication occurs on a personal level between two or 
more people, and may be verbal or non-verbal. In mass 
communication, there is no direct contact between source 
and receiver. Interpersonal communication takes place in 
person, by telephone, or by email or mail; mass communi- 
cation uses such impersonal media as television, radio, 
newspapers and magazines. In both types of communica- 
tion, feedback is an essential component because it provides 
the sender with some idea of whether, and how well, the 
message has been received. 

The credibility of the source, a vital element in message 
persuasiveness, is often based on the source’s perceived 
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intentions. Informal sources and neutral or editorial sources 
are generally considered highly objective and, therefore, 
very credible. The credibility of a commercial source is more 
problematic, and is usually based on a composite evalua- 
tion of its reputation, expertise and knowledge, and of the 
medium, the retail channel, and the company spokespeople 
it uses. 

Media selection depends on the product, the audience 
and the advertising objectives of the campaign. In addition 
to consumers, a marketer’s audiences include selling inter- 
mediaries and other publics that are relevant to the organ- 
isation’s success. 

The manner in which a message is presented influences 
its impact. For example, one-sided messages are more effec- 
tive in some situations and with some audiences; two-sided 
messages are more effective with others. High-involvement 
products (i.e. those with great relevance to a consumer 
segment) are best advertised through the central route to 
persuasion, which encourages active cognitive effort. Low- 
involvement products are best promoted through periph- 
eral cues such as background scenery, music or celebrity 
spokespeople. 

Emotional appeals frequently used in advertising include 
fear appeals, humorous appeals, ‘agony’ appeals and sexual 
appeals. When sexual themes are relevant to the product, 
they can be very effective; when used solely as attention- 
getters, they rarely achieve brand recall. Audience partici- 


pation is a very effective communication strategy because it 
encourages internalisation of the advertising message. 

Almost all individuals regularly interact with other people 
who directly or indirectly influence their purchase decisions. 
Thus, the study of groups and their impact on the individual 
is of great importance to marketers concerned with influ- 
encing consumer behaviour. Groups may be classified accord- 
ing to regularity of contact (primary or secondary groups), by 
structure and hierarchy (formal or informal groups), by size 
or complexity (large or small groups), and by membership 
or aspiration (membership or symbolic groups). 

There are several types of consumer-relevant groups that 
influence the consumption behaviour of individuals: the 
family, friendship groups, shopping groups, work groups, 
virtual groups/communities, brand communities and 
consumer action groups. 

Consumer reference groups are groups that serve as a 
frame of reference for individuals in their purchase deci- 
sions. Any or all of the groups listed above can serve as 
reference groups. Reference groups that influence general 
values or behaviour are called normative reference groups; 
those that influence specific attitudes are called compara- 
tive reference groups. The concept of consumer reference 


Discussion questions 


groups has been broadened to include groups with which 
consumers have no direct face-to-face contact, such as 
celebrities, political figures and social classes. 

Reference groups that are classified in terms of a person’s 
membership and the positive or negative influences they 
exert include contactual groups, aspirational groups, 
disclaimant groups and avoidance groups. The credibility, 
attractiveness and power of the reference group affect the 
degree of influence it has. Reference group appeals are used 
very effectively by some advertisers in promoting their 
goods and services because they subtly induce the prospec- 
tive consumer to identify with the pictured user of the 
product. 

The types of reference groups most commonly used in 
marketing are celebrities, experts and the trade- or spokes- 
character. Celebrities are used to give testimonials or 
endorsements, as actors, or as company spokespersons. 
Experts may be recognised experts in the product category 
Or actors playing the part of experts (eg. a motor 
mechanic). 

Reference group appeals are effective promotional strat- 
egies because they serve to increase brand awareness and 
reduce perceived risk among prospective consumers. 


1. Explain the differences between feedback from inter- 
personal communications and feedback from imper- 
sonal communications. How can the marketer obtain 
and use each kind of feedback? 

2. List and discuss the effects of psychological barriers on 
the communication process. How can a marketer 
overcome the communication barrier known as ‘noise’? 

3. (a) What factors influence the perceived credibility of 

an informal communication source? List and discuss 
factors that determine the credibility of formal 
communication sources of product information. 

(b) What are the implications of the sleeper effect for 
the selection of spokespeople and the scheduling of 
advertising messages? 

4. The Commonwealth Bank uses both magazines and the 
Internet itself to promote its on-line share brokerage 
business. How would you measure the advertising effec- 
tiveness of the two media for promoting the service? 
Which is likely to be the more effective? 


5. For what kinds of audiences would you consider using 


comparative advertising? Why? 

6. You are the marketing manager for a headache remedy 
tablet sold over the counter at pharmacies. Your adver- 
tising agency has just presented you with two different 
promotional strategies, one using a humorous approach 
and one taking an ‘agony’ approach. Which approach 
would you adopt? Why? 


~ 


Suppose you were the PR manager of a large food firm 
which had to withdraw its main food product from the 
market while an outbreak of food poisoning allegedly 
caused by the product was being investigated. What 
crisis communication plan would have helped the 
companies handle the adverse publicity? Describe the 
components of such a plan. 

8. You are the marketing vice president of a large soft-drink 
company. Your company’s advertising agency is in the 
process of negotiating a contract to employ a female 
singing superstar to promote your product. Discuss the 
reference group factors that you would raise before the 
celebrity is hired. 
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Bring two advertisements to class: one illustrating a one- 
sided message and one a two-sided message. Suggest 
why each marketer may have chosen that specific 
message strategy and evaluate its effectiveness. 
Choose a television commercial that uses a humorous 
appeal. Interview other members of your family who 
saw the same commercial and measure: 

(a) their recall of the brand advertised 

(b) their recall of the information presented 

(c) their like or dislike of the commercial 

(d) their preference for the brand advertised. 

How would you explain your findings in view of the 
research evidence on humour in advertising presented 
in this chapter? 

Find three print ads that use a fear, sex and audience 
participation appeal and present them in class. For each 
ad, discuss whether you think the appeal used is effec- 
tive, and why. 

Create two television advertisements for your univer- 


sity or TAFE college, conveying two different moods or 


affects. During which period of the year would you use 
each ad? Explain. 
Watch one hour of TV on a single channel during prime 
time and record the broadcast. List all the commercials 
you can recall seeing. On the basis of memory alone, 
identify for each commercial: 
(a) the message framing approach used 
(b) whether the message was one-sided or two-sided 
(c) whether the commercial was shown closer to the 
beginning or end of the commercial break. 
Compare your list with the actual taped broadcast. 
Explain any discrepancies between your recollections 
and the actual broadcast by using the material discussed 
in this chapter. 
Prepare a list of formal and informal groups to which 
you belong and give examples of purchases for 
which each served as a reference group. In which of 
the groups you listed is the pressure to conform the 
greatest? Why? 
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The family as a social unit has a major influence on the behaviour of its members, particularly consumption- 
related behaviours. The family is where our training as consumers begins, and continues to develop for 
sometime. As an entity, families are also the major consumption units within any society. Traditionally the 
family has been the focus of much marketing effort, and the household continues to be an important consum- 
ing unit for many products and services. Marketers are interested in the number and kinds of households that 
own and/or buy certain products. They are also interested in determining the demographic and media profiles 
of the household decision maker (the person involved in the actual selection of the product) in order to develop 
appropriate marketing strategies. 

There are many examples of how the family influences the consumption behaviour of its members. A child learns 
how to eat lollies by observing an older brother or sister, and comes to understand the use and value of money 
by listening to and watching parents. Decisions about a new car, holidays or the merits of different educational 
institutions are consumer decisions usually made within the context of a family setting. The family commonly 
provides the opportunity for product exposure and trial, and imparts consumption values to its members. As a major 
consumption unit, the family is a prime target for the marketing of many products and services. 

To determine how the family makes its purchase decisions and how the family affects the future purchase 
behaviour of its members, it is useful to understand the structure, processes and the roles played by family 
members, to fulfil their consumption needs. The chapter will examine the roles of husband, wife and the 


parent-children in the purchase decision-making process. 


» Foundations of the family 


Although the term ‘family’ is a basic concept, used in everyday language, the structure, composition and func- 


tions of the family are not as easy to understand as one might assume. This is so because of the complex roles 
played by family members and the fact that such roles vary considerably from culture to culture. Even in 
Australia, considerable diversity in types of families exists. Figure 9.1 captures the diversity in Australian 
families, indicating the variety that exists in contemporary families. The family is a subset of the more general 
and encompassing classification, the household. Traditionally, a family has been defined as two or more people 
related by blood, marriage or adoption who reside together in the same household. In a more dynamic sense, the 
individuals who constitute a family might be described as members of the most basic social group, who live 
together and interact to satisfy their personal and mutual needs. From a consumer behaviour perspective, 
these needs include the consumption of products and services. Though families are sometimes referred to as 
households, not all households are families. For example, a household might include individuals who are not 
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related by blood, marriage or adoption, such as unmarried couples, family friends, room-mates or boarders. 
These are referred to as group households. 

Over the last three decades, the structure of Australian families has changed considerably and Table 9.1 
shows further predicted changes in the three household types. An important point for marketers is that we 
are seeing a decrease in the traditional family in Australia—they made up 72.5% of the population in 1996 
but are predicted to fall to 67.55% in 2021. However, other non-traditional family structures are emerging 
and, in particular, lone-person households are predicted to increase as a percentage of overall households.’ These 
changes have an important impact on the behaviour of consumers and the strategies of marketers, because the 
family is a major consumption unit within our society. In most Western societies, three types of families 
dominate: the married couple, the nuclear family, and the extended family. 

Important demographic changes reflect the dynamic nature of the family. For example, marriage customs 
in Australia are changing, and the age at which people are getting married for the first time continues to rise, 
while the marriage rate for teenagers is now at an all-time low. Fewer people are opting for traditional marriage 
and the number of de facto unions continues to rise. The divorce rate has also risen, as has the proportion of 
remarriages and single-parent families.* There has, in Australia, been a decline in family households from 
1991 when 72.7% of all households were families to 2001 where 70.31% of households were families. Inter- 
estingly, the proportion of lone-person households rose from 19.3% in 1991 to 25.21% in 2001. Household 
sizes are also projected to decline across many countries, as indicated in Table 9.2. These trends have impor- 


tant implications for marketers who target families, as they are an important consumer group. 


TABLE 9.1 | Projected household percentages by type 


1996 2001 2006 2011 2016 2021 
%o %o %o % %o %o 
sa_nsioescsssemeiiemaetiete eateries 
Family households 72.90 70.31 69.08 68.33 68.00 67.59 
Group households 4.36 4.49 4,49 4.43 4.29 4.09 
Lone-person households 23.14 wal 26.42 21.23 27S 28.36 
Total 100.00 100.00 100.00 100.00 100.00 100.00 


Source: Based on Household and Family Projections Australia 1996 to 2021, Australian Bureau of Statistics, 1999, Catalogue No. 3236.0 (Series B: 
Low rate of change). 


TABLE 9.2 | Projected household growth (selected countries) 


Projected average annual Average household size Average household size 


household growth rate 
Country % 


Australia 1.4 
Canada 1.6 
New Zealand iz 
England 0.6 
United States 1.1 


Source: Based on Household and Family Projections Australia 1996 to 2021, Australian Bureau of Statistics, 1999, Catalogue No. 3236.0. 
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Over the last three decades, the family in Australia has undergone significant changes that will continue 
to affect household composition for many years. While there is no single cause behind the structural changes 
occurring in the Australian family, it is clear that changing social attitudes (to work, marriage, sex and other 
social issues) have played a critical role and are likely to continue impacting on the family in the years to 
come. This is partly due to increasing divorce rates, separation and out-of-wedlock births, and a general decline 
in the number of marriages. The number of single-parent family households (consisting of one parent and at 
least one child) has grown. Importantly for marketers, there has also been a widening of the concept of family 
to include same-sex couples. Non-family households have also grown in number, for both single-person house- 
holds (those who live alone) and group households (households consisting of two or more people who are 
unrelated, e.g. university students sharing a house). 

Such social trends have influenced changes to the law—for example, the Commonwealth Sex Discrimina- 
tion Act 1984 and Child Care Act 1991. Also important are the economic changes of the last two decades. The 
initial rise in interest rates in the 1980s, the recession and the decline in real earnings for individuals in the 
latter halt of the 1980s, together with changing community attitudes, have given rise to increasing female 
labour force participation. The subsequent fall in interest rates has also impacted significantly on the buyer 
behaviour of families. The extent to which these changes will affect the form of Australian families in the next 
decade and the mechanisms by which this will occur are matters of ongoing interest to marketers, consumer 
researchers and policy makers. 

In Australia, the majority of households are families with two or more people in them and are of four main 


types: 


H couple only families 
i two-parent families 
fi one-parent families 
H other families. 


The couple only family is generally representative of a newly-married couple who have no children yet, or 
older couples who have already raised their children. A two-parent family includes a husband, wife and one 
or more children and constitutes the nuclear family which is still the cornerstone of family life. The nuclear 
family, when living together with at least one grandparent in the household, is called an extended family. 
This three-generation family, which at one time was most representative of the family, has become compara- 
tively less common in Australia than in developing countries in regions such as Asia and South America. In 
particular, the incidence of the extended family has suffered in Australia because of the geographic mobility 
that was commonplace among young people during the 1970s and 1980s and is still a major occurrence in 
Australian society. The one-parent family represents those families which are headed by a single parent (female 
or male) and have one or more children. 

The family as a social institution is now viewed outside the traditional framework of marriage. From 1987 
to the present we have seen a reduction of the marriage rate in Australia.> While the structural changes are 
not dramatic, they correspond with an ongoing social change where people choose to enter into de facto rela- 
tionships or to live alone. However, the number of traditional families is still substantially greater than that 
of emerging non-traditional families and will continue to be so. A survey of US homemakers reported that, in 
1990, more than 23 million (21.6%) of the 109 million homemakers were adult males.* This trend is expected 
to continue to rise and both in countries such as the US and Australia single homemakers are expected to 
play an increasingly important part in marketers’ plans in the future. As indicated in Table 9.3 the forecasts 
show that, while there is projected growth in the lone-person and group household, the family is still predicted 
to dominate the social landscape in Australia. 
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TABLE 9.3 | Classification of trends by family and household type 


Family and household type 1996 2001 2006 2011 2016 2021 
% % % % % % 


Couples/families with children 49.13 45.76 43.58 41.91 40.95 40.14 
Couples/families without children 34.32 36.50 38.24 O00 41.07 42.08 
single-parent families 14.68 15.94 16.39 16.47 16.27 16.13 
Other families 1.8/7 1.81 1.79 1.76 1.7] 1.65 
Total families 100.00 100.00 100.00 100.00 100.00 100.00 
Group households 4.36 4.49 4.49 4.43 4.29 4.09 
Lone-person households 23.14 25.21 26.42 Val res 27.71 28.36 


Source: Based on Household and Family Projections Australia 1996 to 2021, Australian Bureau of Statistics, 1999, Catalogue No. 3236.0 (Series B: Low 
rate of change). 


»> Functions of the family 


ee SESS 


The family performs four basic functions—family-member socialisation, economic well-being, emotional 


support and provision of a family lifestyle, all of which are important to the study of consumer behaviour. 


SOCIALISATION OF FAMILY MEMBERS 


The socialisation of family members, ranging from young children to adults, is a central function of the family. 
In large part, this process consists of imparting to children (and other family members) the basic values and 
modes of behaviour consistent with the culture. Socialisation skills (manners, goals, values and other quali- 
ties) are imparted to a child directly through instruction, and indirectly through observation of the behaviour 
of parents and older siblings. These generally include moral and religious principles, interpersonal skills, dress 
and grooming standards, appropriate manners and speech, and the selection of suitable educational, occupa- 
tional and career goals. To illustrate how this socialisation responsibility is expanding, parents are increasingly 
anxious to see their children possess adequate computer skills, almost before they can talk or walk—as early 
as 12 months after birth. Because parents are so interested in their young children learning to use a computer, 
hardware and software developers are rapidly creating products targeted at parents seeking to buy such items 
for their young children. Marketers often target parents looking for assistance in the task of socialising pre- 
and post-adolescent children. To this end marketers are sensitive to the fact that the socialisation of young 
children provides an opportunity to establish a foundation on which later experiences continue to build 


throughout life. 


Consumer socialisation 

Consumer socialisation is the process by which people acquire skills, knowledge, attitudes and preferences 
relevant to their own functioning and participation in the marketplace. Consumer socialisation has two distinct 
components: socialisation directly related to consumption, such as the acquisition of skills, knowledge and atti- 
tudes concerned with budgeting, pricing and brand attitudes; and socialisation indirectly related to consump- 
tion, such as the underlying motivations that spur a youth to purchase his first razor or a young girl to want 
her first bra. Both types of socialisation are significant. The indirect component of consumer socialisation specific 
to individual product categories is of more interest to marketers, who want to understand why people buy their 
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products. The direct component of consumer socialisation is often of greatest interest to academic consumer 


behaviour researchers, who have broader goals of understanding all aspects of consumer behaviour. 


Child consumer socialisation 

Society teaches children marketplace behaviour via the family unit, where they learn about consuming and 
purchasing from parents and siblings. Importantly, while the mass media have a persuasive impact on what 
children see and hear about products and their consumption, it is still the family that is instrumental in 
teaching children the fundamental aspects of purchasing and consumption. Many children acquire their 
consumer behaviour norms through observation of their parents, who function as role models. While pre- 
adolescent children tend to rely on their parents and older siblings as the major source of cues for basic 
consumption learning, teenagers are likely to look to their friends and peers as models of consumer behav- 
iour.? Marketers today are paying more attention to the influence of children in family decision-making. With 
a majority of mothers in the work force, large numbers of Australian children are becoming ‘latchkey kids’ 
(children with no parent at home after school). These children take on the responsibility for buying products 
such as food. As a result, children become the prime purchasers of a wide variety of products, even though 
parents are often still the ultimate decision makers. 

Figure 9.2 presents a simple model of the socialisation process that focuses on the socialisation of young 
children, but can be extended to family members of all ages. Note that the arrows run both ways between the 
young person and other family members, and between the young person and his or her friends. These 
two-directional arrows signify that socialisation is really a two-way process, in which young people undergo 
socialisation themselves, but also influence those who are doing the socialising. It must be remembered that 


the child often influences the opinions and behaviour of parents. For example, a fashion-conscious teenager 


q FIGURE 9.2 A simple model of the socialisation process 
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responding to peer pressure will endeavour to persuade her parents to buy a brand name product like Doc 
Marten boots. 

However, children are still constantly exposed to parents’ views on which products are of value, what 
advertising is good and what attitudes and behaviours to accept or reject. We also have to realise that children 
are often exposed to the same media influences and programming as their parents. For example, pre-teens 
will often share the same television experience as their parents, a fact that can be quite useful for marketers 
when targeting children. Several years of research indicates that children are increasingly knowledgeable about 
the purpose of advertising and the media in general. Programs such as Neighbours, Home and Away or any of 
a dozen television shows that are popular with Australian children—including American programs such as Fight 
Simple Rules and Seventh Heaven—include aspects of storylines where subtle product marketing exists. Children 
will look to the key characters as role models in terms of hairstyle, type of clothing worn, the food and bever- 
ages consumed and even the music playing in the background. For example, companies such as Kellogg's and 
Coca-Cola paid large sums of money to shows such as Seinfeld (when it was in production) to have their 
products displayed and used by the actors in the series. In terms of cultural change, many young Australians 
are now influenced by the fashions, trends and values of the youth culture in the United States. The concept 
of Australian ‘street kids’ is one expression of the transmission of an influential genre of street culture influ- 
enced by black culture, rap music, sport and war games from the United States. The traditional ‘Aussie’ icons 
of the country and rural outback have been dramatically superseded by life in the fast lane and toughing it 
out. Ultimately, the youth market is one that advertisers need continually to re-evaluate, given that children 
have greater access to information and choices than their parents. 

The role of parents (and parental communication) in the consumer socialisation of children has been the 
focus of a number of studies. It has been found that children from families characterised by a more open 
conceptual style of communication had more consumer-related knowledge. They were better able to filter 
pultery in advertising and to manage budgets, and were more knowledgeable about products. Children from 
families characterised by more socially oriented communication tended to rely more on peer groups and mass 
media sources than their parents. Such findings seem to indicate that parents are the main source of consumer 
socialisation for children when they encourage communication and independence in children; while peer 
groups and television are stronger sources of socialisation when parents encourage obedience and deference 
in their children.® 


Another study identified four important family types in the child consumer socialisation process.’ 


1. Authoritarian parents: seek a high level of control over their children and expect unquestioned obedience. 
They attempt to shield their children from outside influences and are more likely to engage in socially 
oriented communication. 

2. Neglecting parents: are distant from their children and do not exert much control over them. Minimal effort 
is undertaken to encourage their children’s capabilities. 

3. Democratic parents: toster a balance between the rights of parents and their children. They encourage self- 
expression and autonomy. They are warm and supportive, but expect mature behaviour from their children 
and use discipline as a mechanism to punish. It is the democratic parents who are more likely to engage 
in conceptually oriented communication. 

4. Permissive parents: seek to remove as many restraints trom their children as possible, without putting them 


in danger. This parental style believes that children have adult rights but few responsibilities. 


It appears that democratic and, to a lesser extent, permissive parents have the most active roles in children’s 


socialisation as consumers. These parents tend to shop with their children and are more likely to seek their 
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advice on consumption decisions compared with authoritarian and neglecting parents. Democratic parents 
are also more likely to view television with their children, express more concern about advertising to their 
children and attempt to control television viewing habits. Authoritarian parents place the most restrictions on 
children’s consumer behaviour. 

A further study also found four family types: (1) tactical families, where issues are open for discussion but 
where parents retain control; (2) easygoing families, where parents agree with their children most of the time; 
(3) autocratic families, where parents have authority and power; and (4) malleable families, where children get 
what they want if they are persistent.® The implication of such research is that, without proper analysis to 
determine the makeup of a marketplace, shopping centre managers and retailers are unable to match their 
marketing communications to the appropriate decision maker and decision-making processes within families. 
An important finding of this study is that the families who most involve children in consumer-related behavy- 
iours are also most concerned about advertising to children. Marketers should try to increase the integrity of 
aclvertising in the eyes of this type of family, by providing more information on the features and characteris- 
tics of the product/brand. Such features would include, for example, food products identifying nutrition value 
and toys with product-safety issues. This would alleviate some of the concerns of democratic parents by 
showing the positive aspects of advertising in aiding the consumer socialisation of children. 

Shared shopping experiences (i.e. co-shopping—when a parent and child shop together) give children the 
opportunity to acquire in-store shopping skills. Possibly because of their busier lifestyles, working mothers 
are more likely to shop with their children than non-working mothers.’ Shopping is also a way of spending 
time with one’s children while at the same time accomplishing a necessary task. Through this socialisation 
process, children learn how to shop, how to evaluate the attributes of the store or product, and even how to 
select brands; and they will either learn that shopping is a chore or that it is fun depending largely on how 
their parents perceive shopping. As children mature they learn about money, and the different ways of paying, 
through shopping experiences with their parents. In addition, parents frequently use the promise or reward 
of material goods as a method of modifying or controlling a child’s behaviour. A parent may reward their child 
if the child does something to please them, or withhold or remove the reward if the child disobeys. 

Whether the agents of the socialisation process are family members, peers or the media, several conse- 
quences result from the process. Children can and often do simply adopt products or specific brands through 
ericountering or seeing them in use by family members, friends or in the media. Children can also learn that 
certain products and brands are available at specific retail outlets, that certain products and brands have 


features that others do not and that some retailers are more expensive than others. 


Adult consumer socialisation 

The socialisation process is not confined to childhood; rather, it is an ongoing process. It is now accepted that 
socialisation begins in early childhood and continues throughout a person's entire life. For example, when a 
newly-married couple establishes a household, their adjustment to living and consuming together is part of 
this continuing process. Similarly, the adjustment (to the State’s way of life) of a retired couple who decide to 
move to Queensland is also part of the ongoing socialisation process. As such, the model of the socialisation 
process depicted in Figure 9.2 is also relevant to understanding older consumers. 

Such directionality across the generations is seen in the intergenerational influences of consumer behav- 
iour. Intergenerational consumer behaviour influences means ‘across or between generations’ and refers to 
those aspects of purchasing and consumption that are passed from parents to children and vice versa. Research 
into intergenerational influences suggests that this effect is stronger for convenience goods, has a similar effect 
across males and females, and declines with ageing. Further, intergenerational effects on consumer behaviour 


are stronger for extended families than the more conventional nuclear families that exist in Australia.!° 
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ECONOMIC WELL-BEING 


Financial security is a basic function of the family. How the family divides its responsibilities for the provi- 
sion of economic security and prosperity has changed considerably over the past three decades. The tradi- 
tional roles of husband as the economic provider and wife as homemaker and child-rearer have changed 
dramatically. Most married women in Australia are employed outside the home and married men now share 
more of the household responsibilities.'' These changes to the economic character and input of husband and 
wile in the family have altered the buying behaviour of many families—particularly in regard to which partner 
makes the financial contribution and performs the buying tasks, and the nature of the purchases made. The 
economic role of children has also changed considerably. Today many teenage children work, but they rarely 
assist the family financially. Instead, many teenagers are expected to pay for some of their clothes and their 
entertainment. Others are expected to contribute to the costs of their formal education and prepare them- 


selves to be financially independent. 


EMOTIONAL SUPPORT 


An important function of the family is to provide emotional support (including love, affection and intimacy) 
to its members. In fulfilling this function, the family provides support and encouragement and assists its 
members to cope with personal and social problems.’* A fairly recent development that has affected family 
dynamics is the recognition of a need to link family issues to working life. Australian companies are partici- 
pating in programs to help provide for employees as caregivers. This has meant introducing flexible work 
hours, working from home, and casual, part-time and contract work to allow employees time to fulfil their 
other (emotional) responsibilities. Flexibility in working hours allows parents to attend school concerts, sports 
events and open days, enabling them to demonstrate love and support for their children. Many companies 
now target the emotional role of family members in their social interactions with each other. The loss of a 
loved one, for example, can be very distressing; to alleviate this aspect Australian InsuranceLine promotes its 
product with an appeal to the emotional comfort and support that their insurance brings to the family at a time 
of loss. The firm Kiddisafe also uses the emotional support of making parents feel at ease with aspects of their 


range of learn-to-swim products. 


PROVISION OF FAMILY LIFESTYLE 


Another important family function in terms of consumer behaviour is the establishment of a suitable lifestyle 
for the family. Upbringing, experience and the personal and jointly held goals of the spouses determine the 
importance placed on education or career, on reading and television viewing, on the frequency and quality of 
dining out, and on the selection of other entertainment and recreational activities. Family lifestyle commit- 
ments, including the allocation of time, greatly influence consumption patterns. For example, the increase in 
the number of married women working outside the home has reduced the time they have available for house- 
hold duties, and created a market for convenience products, fast-food restaurants and domestic home help. 
Also, with both parents working, increased emphasis is placed on the notion of quality time, rather than the 
quantity of time, spent with children and other family members. Time pressure as an issue has the potential to 
impact marketplace behaviour. The notion of time and feeling pressured may influence our behaviour in the 
context of family activities and what products and services we buy. Importantly, the feeling of time pressure 
does differ across life stages as shown in Table 9.4. 

Researchers have identified a shift in the nature of family ‘togetherness’. Whereas a family being together 
once meant doing things together; today it means being in the same household with each person doing his 


or her own thing.'’ Realising the scarcity of quality time, some innovative retailers have positioned their 
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TABLE 9.4 | Life stage and time pressure 


Life stage Always/often Sometimes Rarely/never Not stated 
%o %o %o %o 

Couples with dependent children 93.4 324 9.4 4.5 
Couples with non-dependent children 

(15 and over) 36.7 36.1 235 3.9 
Lone parents 41.3 siZ 22.6 49 
Couples without children Vas Ws 33.4 30:5 4.9 
lone persons LP 33.2 45.8 3.8 
Neither parent nor partner 

(in family household) 28.0 43.8 25.1 aez 


Source: How Australians Use Their Time, Australian Bureau of Statistics 1998, 4153.0. 


products and services as providers of such quality time. Pizza Hut targets families for an evening out and 
many shopping malls are now designed for the ‘family shopping experience’, making such an experience 
part of the lifestyle of families as consumer units. The family is an important market for many retailers and 


restaurants, who plan their strategies around appealing to the family and their lifestyle needs.'* 


> The family life cycle 


The concept of the family life cycle is based on the notion of a progression of stages through which the majority 


of families pass. There will, of course, be exceptions and the exact timing of each stage will differ across indi- 
viduals. Nevertheless, all people are born into, and almost all people grow up through, some form of family 
structure. The four functions discussed earlier are interrelated with the family life-cycle stages. A family’s 
needs, spending patterns and lifestyle are affected by such factors as the number of people (adults and children) 
in the family unit, the ages and employment status of its members and their economic, social, emotional and 
lifestyle needs. 

The family life cycle (FLC) has been utilised by consumer researchers and marketers as a way to classify 
family units into meaningful stages to examine their purchase and consumption behaviour. The FLC is a 
composite variable created by systematically combining such commonly used demographic variables as marital 
status, size of family, age of family members (usually oldest or youngest child) and employment status of the 
head of household. The ages of the parents and the relative amount of disposable income are usually inferred 
from the stage in the family life cycle. FLC analysis is a strategic tool that enables marketers to segment families 
into a series of stages spanning the life course of a family unit and thereby understand their purchasing and 
consumption behaviour. 

Our treatment of the family life-cycle concept focuses first on the traditional family life-cycle perspective 
that has dominated most of the thinking about the FLC and, second, on alternative family life-cycle stages, 


including the increasingly important non-traditional family structure. 


TRADITIONAL FAMILY LIFE CYCLE 


The family life cycle is generally acknowledged to start with singles, moving on to marriage (and creation of 


the basic family unit), then to family growth (with the birth of children), to family contraction (as grown 
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children leave the household) and ends with the dissolution of the basic unit (due to the death of one spouse). 
Although different researchers have expressed various preferences in terms of the number of FLC stages, the 


traditional FLC models that have been proposed over the years can be synthesised into five basic stages. 


Stage I Young singles a young single adult living apart from parents 

Stage II Young marrieds a young married couple 

Stage II] Parenthood a married couple with at least one child living at home 
Stage IV Post-parenthood an older married couple with no children living at home 
Stage V Dissolution one surviving spouse 


Spending patterns will vary by type of household depending on the age of the household members, their 
marital status and whether there are children in the home. Importantly, for marketers, spending patterns and 
consumption will change as a household develops and the family changes its structure or composition during 


the family life-cycle stages. 


STAGE |: YOUNG SINGLES 


The young singles FLC stage consists of young single men and women who have established households apart 
from their parents. Most young singles are employed, although many are tertiary students who have left their 
parents’ homes and often share housing with other young singles. Young single adults are apt to spend their 
incomes on rent, basic home furnishings, the purchase and maintenance of cars, travel and entertainment, 
and clothing and accessories. They frequently have sufficient disposable income to indulge themselves. 
Marketers target young singles for a wide variety of products and services. In most large cities, one can find 
travel agents, housing developments, health clubs, sports clubs, and so forth, that find this FLC stage a lucra- 
tive target market for products and services. It is relatively easy to reach this segment, since many special- 
interest publications cater to them. For example, Inside Sport, GQ, Men’ Health and Penthouse are directed to 
a young, sophisticated, single male audience, while Cosmopolitan and Cleo are directed to young single females. 
Marriage marks the transition from the young singles stage to the young marrieds stage. Engaged and 
soon-to-be-married couples are the target for many products and services (the bridal industry is an incredi- 


ble spending market). 


STAGE Il: YOUNG MARRIEDS 


The young marrieds stage starts immediately after the marriage vows and generally continues until the arrival 
of the first child. Because many young husbands and wives both work, these couples have a high combined 
disposable income that often permits a pleasure-seeking lifestyle. Young marrieds have considerable start-up 
expenses in establishing a new home (major and minor appliances, bedroom and living room furniture, carpet- 
ing, curtains, dishes, and a host of utensils and accessory items). During this stage, the advice and experience 
of other married couples are likely to be important to young marrieds. Also an important source of new product 
information are so-called lifestyle magazines, such as Better Homes and Gardens, House and Garden and Home 
Beautiful, coupled with lifestyle TV programs such as Better Homes and Gardens, Backyard Blitz and Ground 
FOre. 

Many young marrieds are career-oriented and seeking to create a stable and secure environment in which 
to start a family. Within the young marrieds stage, some couples will be happy to function along traditional 
lines where the husband works and the wife maintains the home, while others will prefer to continue their 


careers despite their marriage. 
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STAGE lil: PARENTHOOD 


When a couple has its first child, the young married stage has moved to a close. The parenthood stage (some- 
times referred to as the ‘full-nest stage’) usually extends over more than a 20-year period. Due to its long 
duration, it is useful to divide this stage into shorter phases—the preschool phase, the primary school phase, 
the high school phase and the tertiary phase. Throughout these parenthood phases, the interrelationships of 
family members and the structure of the family gradually change. Figure 9.3 shows an advertisement for 
Mitsubishi which illustrates the use of young marrieds’ movement into parenthood (family) in an appeal to 
the target market for Mitsubishi Grandis. The financial resources of the family change significantly as one (or 
both) parent(s) progress in a career, and as child-rearing and educational responsibilities gradually increase 
and then decrease as children grow and become self-supporting or leave home. 

New parents are often now older, better educated and more affluent, and they spend money accordingly. These 
parents become a target for companies that serve the baby market. They are also an important target for many 
investment and insurance companies with schemes such as school fees planning. Many magazines cater to the 
entertainment and information needs of parents and children. The Australian Women’ Weekly each month presents 
a children’s section, and specific publications such as Disney Adventure Magazine and Winnie the Pooh and Friends 
target the sibling market. As children leave home, the family moves into another stage—post-parenthood. 


STAGE IV: POST-PARENTHOOD 


The post-parent or so-called empty-nest stage signifies for many parents either a traumatic or liberating 


‘rebirth’. It is a time for doing all the things they could not do while the children were at home and had to 


spend substantial amounts on raising their children. 


[ FIGURE 9.3 pavordsanent for Mitsubishi i family appeal 
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It is during this stage that married couples tend to be most comfortable financially. With the option of 
early retirement, many empty-nesters retire while they are still in good health. Retirement provides the oppor- 
tunity to pursue new interests, to travel and fulfil unsatisfied needs. The growth in retirement villages with a 
country club atmosphere or nurturing environment are a direct result of the needs expressed by this group. 
Today’s empty-nesters have more leisure time, travel more frequently, take extended vacations and are often 
likely to purchase a second home in a warmer part of Australia. In traditional families, for the wife, it is a 
time to further her education, to enter or re-enter the job market, to seek new interests. For the husband, it 
is a time to indulge in new hobbies. For both, it is the time to travel, to entertain, perhaps to refurnish their 
home or to sell it in favour of downsizing to a smaller but more luxurious home or townhouse. They have a 
higher disposable income because of savings, investments and superannuation earnings, and fewer expenses 
(no mortgage or school fees). For all these reasons, families in the post-parenthood stage are an important 
market for luxury goods, such as new cars, expensive furniture and trips to faraway places. Older consumers 
tend to use television as an important source of information and entertainment. They favour programs that 
provide the opportunity to ‘keep up with things’, especially news and current affairs programs. In addition, 
there are magazines that cater to this market, such as Family Circle, Woman’ Day and Women’ Weekly. (Chapter 
12 contains a more detailed discussion of the older consumer as a subcultural market segment.) 

On the other hand, for older couples without adequate savings or income, retirement is a completely differ- 
ent picture, and very restrictive. Some empty-nesters receive a surprise in difficult economic times with the 
return of an adult child. For almost a decade, there has been a trend for young adults of 18-24 years to return 
home. There are many reasons behind a return to the ‘nest—completion of university, unemployment, under- 
employment, desire for more disposable income and a more comfortable lifestyle, separation or divorce. In many 


cases, the parents (especially mothers) welcome home the returning offspring. 


STAGE V: DISSOLUTION 


With advancing age, the dissolution of the basic family unit occurs with the death of one spouse. The solitary 
survivor in the dissolved family experiences distinct changes in consumption behaviour. If the surviving spouse 
is in good health, is working or has adequate savings, and has a supportive family and friends, the adjustment 
is easier. The surviving spouse (usually the wife) often tends to follow a more economical lifestyle. Many 
surviving spouses seek each other out for companionship, while some enter into another marriage. 

To complete the discussion of the traditional FLC stages, Table 9.5 presents various product types and the 
percentages of purchases and use in the family life stages used by Roy Morgan Research, which correspond 
quite closely to the FLC stages just examined. For example, Table 9.5 shows that young parents and mid-life 
households are the highest consumers of alcoholic beverages and older households are small consumers of 
muesli/health bars. 


MODIFICATIONS TO THE FLC MODEL 


The traditional FLC model outlined above was once typical of the vast majority of Australian families, which 
tended to progress uniformly through the stages discussed. Today, while the traditional FLC stages are still the 
most common type of family progression, some researchers have attempted to expand the FLC to give a better 
picture of the diversity of family and lifestyle arrangements.!° 

The underlying sociodemographic forces that drive the modified FLC model include divorce and later 
marriages, with and without the presence of children. While greater reality is provided by these subtle inclu- 
sions, this modified FLC model (see Figure 9.4) only recognises families that started in marriage—ignoring such 


single-parent households as unmarried mothers and families formed when one or more single people adopt a child. 
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TABLE 9.5 | Products by life stages 


% usage/purchase behaviour 


Young Young Young Mid-Life Mid-Life Older 
Singles Couples Parents Families | Households Households 
11.85 6.79 24.1] 12.47 29.12 15.60 
Drunk any alcoholic beverages 12./6 7.91 Lode 10.70 30.90 13.99 
Beer 14.39 9.26 73:01 10.43 29.32 12.98 
Savoury biscuits/crackers 10.25 6.33 24.24 12.60 30.06 16.52 
Total breakfast cereal/muesli/ 
porridge 10.56 6.84 27.06 11.80 26.73 17.00 
Frozen/ready chilled meal 15:32 7.04 26.53 13.89 29.16 11.46 
Health/muesli/fruit bars 12.69 8.18 32.09 14.94 24.30 7.79 
KFC 14.89 9.02 33.12 13.92 23.29 5.26 
McDonald's 14.12 7.90 33.99 15,25 21.61 i13 
Pizza Hut 15.24 8.69 33.65 16.73 21.38 4.31 
Been to cinema (in last 4 weeks) 16.80 8.30 22.66 14.61 29.03 8.60 


Source: Roy Morgan Single Source Australia: April 2003—March 2004. 


[ FIGURE 9.4 | Extended family life-cycle schema accounting for alternative consumer lifestyle realities 
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Families and the cost of raising children 

There is an increasing interest today in studies that look at the cost of raising a family. This cost has impor- 
tant implications for marketers of goods and services, as family costs impact on what is bought, particularly 
with regard to discretionary expenditure. There is some evidence to suggest that the poor of our society are 
now families (with children), as their expenditure often outstrips their earnings. For the typical household with 
two adults and two children, as indicated in Figure 9.5, approximately 50% of the household budget is spent 
on food, housing and transport. Around 25% is spent on recreation, entertainment and household goods, and 
the remaining 25% on commodity goods." 

Single-income families with children make up almost half the lowest 10% of Australian income earners. 
Single-income couples with children, and sole parents, were the great losers from the changes in income distri- 
bution in Australia during the 1980s. In 1990, the traditional family with father working and mother at home 
with the children made up just 6.7% of the top income group—barely half their share eight years earlier.'® But 
they made up 25% of those on the lowest incomes, adjusted for need. Reported levels of total expenditure 
were, on average, higher than reported incomes, although the differences were not statistically significant. As 
indicated in Figure 9.6, income and expenditure vary across household types, particularly with regard to the 
number of adults and children in the family. 


Double income no children 

By contrast, the couples known as dinks—double income no kids—in 1999 made up 36% of people in the 
top income bracket, but only 2.6% of those at the bottom. Two-income families with children were also moving 
up the income ladder. In 1990 they made up 31.5% of the top income group, but only 11.4% of those at the 
bottom.’ As indicated in Table 9.6, 36.9% of older households (often retired) earn under $20000 annually 
and only 8.6% earn over $50 000, while 41.2% of mid-life households (often dinks) earn over $50 000. 


CONSUMPTION IN NON-TRADITIONAL FAMILIES 


When households undergo status changes (e.g. divorce, temporary retirement, a new person moving into the 


household, the death of a spouse), they often undergo spontaneous changes in brand preferences and thus 


Distribution of expenses in a typical two-adult two-children family, average weekly income $634.78 


8% Housing 


Personal care 
14% 


2% 


Recreation and 


entertainment Fuel and power 


12% 3% 
Food 
Transport 21% 


14% 


Alcohol and tobacco 


Medical and health care 39, 


9% 
Household furnishings Clothing and footwear 
and equipment 6% 
12% 


Source: Rebecca Valenzuela, Family Matters, No. 53, Winter 1999, Australian Institute of Family Studies. Used with permission. 
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( FIGURE 9.6 | Income and expenditure of different types of households: sample means 
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Source: Rebecca Valenzuela, Family Matters, No. 53, Winter 1999, Australian Institute of Family Studies. Used with permission. 


TABLE 9.6 | Income spread for Australian households 2003 


Under $20 000 $20 000 to $34 999 $35 000 to $49 999 $50 000 & over 

Household lifecycle 

Young Singles 10.82% 11.37% 13.81% 33.25% 
Young Couples 3.09% 744% 10.25% 61.67% 
Young Parents 6.07% 12.97% 13.77% 45.90% 
Mid-Life Families 4.19% 7.66% 8.64% 46.58% 
Mid-Life Households 10.54% 10.15% 9.98% 41.17% 
Older Households 36.87% 22.91% 7.90% 8.61% 


Source: Roy Morgan Single Source Australia: April 2003—March 2004. 


become attractive targets for many marketers.*? For example, divorce often requires that one (or both) former 
spouses find a new residence, obtain new telephones (with new telephone numbers), buy new furniture, and 
perhaps find a job. These requirements mean that a divorced person might need to contact real estate agents, 
banks, phone companies and visit furniture stores. In another sphere, the substantial increase in dual-income 
households (i.e. working wives and the subset of working mothers) has also tended to cloud the lifestyle 
assumption implicit in the FLC. Most Australian dual-income families have children. The most affluent dual- 
income segment is considered the ‘crowded nesters’. This dual-income couple with an adult child living at 
home has the advantage of an additional potential source of income to contribute to the economic well-being 
of the household, as well as alleviate the cost of young children who cannot contribute financially themselves. 

The portrayal of non-traditional FLC stages in contemporary advertising of products and services is evidence 
that marketers are eager to make their products and services more relevant to varying family lifestyles and 
thus expand their markets. The side-by-side existence of traditional and non-traditional FLC stages is evidence 


that the contemporary marketplace is complex in its diversity, and is a challenge to segment and serve. 
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» Family decision making 


The nature of families and the stages they move through make marketers very interested in family decision 


making—how members of a family interact and influence each other when making buying decisions. Decision 
making by a group such as a household differs in many ways from decision making by an individual, largely 
because of the multiple participants and their interactions. While many marketers recognise the family as the 
basic decision-making unit, they most frequently examine the attitudes and behaviour of the one family member 
whom they believe to be the major decision maker. In some cases, marketers also examine the attitudes and 
behaviour of the person most likely to be the primary user of the product or service. Research has shown that 
different family members take on different roles and perform different tasks in the decision-making process 
related to buying and consuming products.” For instance, in the case of men’s underwear, which is often 
purchased by women for their husbands or unmarried sons, it is commonplace for marketers to seek the views 
of both the men who wear the underwear and the women who buy it. By considering both the likely purchaser 


and the likely user, as well as other influencers, marketers can obtain a richer picture of the consumption process. 


FAMILY ROLES 


For a family to function as a cohesive unit, the roles or tasks—such as preparing meals, or buying groceries, 
or walking and feeding the dog or mowing the lawn—must be carried out by one or more family members, 
individually or in cooperation. In our dynamic society, family-related roles are constantly changing (e.g. men 
undertaking household tasks previously done by women). Within the functions of families, however, we can 
identify eight distinct roles in family decision making (see Table 9.7). To understand family decision making 
fully, marketers need to identify which family members take on which roles. A look at the allocation of roles 
provides further insight into how family members interact in their various consumption-related roles. For 
instance, given the growing numbers of married women entering the workforce, and men’s increased partici- 
pation in household duties (such as cooking and cleaning), marketers must be sensitive to how shifting family 
roles may affect the composition of their target markets and the buying and consumption process. They must 
take care to phrase their ads in ways that are effective and acceptable to their target markets. Quickly prepared 
meals, such as beef short cuts or Chicken Tonight, are typical examples of marketers’ responses to these changes. 
We can see in Table 9.8 that families (couples with children) have a high percentage of restaurant and takeaway 


food consumption compared to some of the other life stages. 


TABLE 9.7 | The eight roles in the family decision-making process 


Role Description 


Influencers Family member(s) who provide information to other members about a product or service 
Gatekeepers | Family member(s) who control the flow of information about a product or service into the family 


Deciders Family member(s) with the power to determine unilaterally or jointly whether to shop for, or purchase, use, 
consume or dispose of a specific product or service 


Buyers Family member(s) who make the actual purchase of a particular product or service 

Preparers Family member(s) who transform the product into a form suitable for consumption by other family members 
Users Family member(s) who use or consume a particular product or service 

Maintainers Family member(s) who service or repair the product so that it will provide continued satisfaction 

Disposers Family member(s) who initiate or carry out the disposal or discontinuation of a particular product or service 
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TABLE 9.8 | Life stages and eating out 


Life stage Restaurant Takeaway 
%o %o 
Couples with dependent children 93./ 15.8 
Couples with non-dependent children 62.6 65.5 
Lone parents 46.8 63.9 
Couples without children 50.8 43.4 
Lone persons 48.4 39.9 
Other 62.3 /0.8 


Source: How Australians Use Their Time, Australian Bureau of Statistics, 1998, 4153.0. 


TABLE 9.9 | How jobs affect family life for couples with children 


Men Women 
%o % 

» | spend so much time working that | am unable to get much done at home 40 30 

» When | get home from my job | do not have the energy to do work around the house 98 44 

» My working hours interfere with the amount of time | spend with my children 38 42 

» When | get home from work | often do not have the energy to be a good parent 31 30 


Source: Australian Institute of Family Studies, Family Matters, No. 28, April 1991, p. 9. Reproduced by kind permission. Based on a sample of 359 men 
and 362 women. 


The Australian Institute of Family Studies researched the effects of the changing roles of family members in 
1991. They found (Table 9.9) that 40% of working women’s most frequent concern was the way in which their 
occupations reduced their ability to do housework. Of the men surveyed, 38% felt that the amount of hours 
spent working interfered with the time they had available for their children. Further, the Institute found that, 
although husbands were active in household tasks, the burden nevertheless remained on the wife, irrespective 
of whether or not she worked. As Table 9.10 shows, the wife still appears to do the majority of housework and 
preparation of meals, and still bears the burden of child care overall. By understanding household roles and 
responsibilities, marketers can reflect them in their advertising and avoid alienating potential consumers. 

The results shown in Table 9.10 indicate that, contrary to popular perception in Australia, women still 
spend far longer than men on household duties. In addition, the figures show a strong gender division of 
labour, where women undertake the vast majority of indoor tasks, while men take care of tasks like mowing 
the lawn and maintenance around the house. Importantly, these tasks and the amount of time devoted to them 
by males and females show strong consistency over time. There is, in fact, little change in the tasks and amount 
of time spent on them over the last decade in Australia. We might expect women to express high levels of dis- 
satisfaction with the apparently unequal division of labour around the house. However, around 40% of women 
express satisfaction with child care and 45% are very satisfied with the division of housework: only 14% report 
dissatisfaction. There is, however, a realisation that male partners could do more around the house (30-35% 
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TABLE 9.10 


Purpose of activity 
Personal care 
Sleeping 
Sleeplessness 
Personal hygiene 
Health care 
Eating and drinking 
Employment related 
Main job 

Other job 

Unpaid work 

Job search 

Associated travel 
Education 

Attendance at course 
Job-related training 
Homework/study/research 
Associated travel 
Domestic duties 

Total housework 

Food and drink preparation 
Cleaning up after meals 
Laundry 

lroning 

Housework 

Total other housework 
Grounds and animal care 
Home maintenance 
Household management 
Associated travel 

Other 

Child care 

Care of children 


Teaching/helping/reprimanding 


*Units are average time in minutes per day 


Female 


6/1 


Male—female activities and time* spent on them 


Purpose of activity Female 
Playing/reading/talking with 
Minding child 

Visiting child-care establishment 
Associated travel 

Other 

Purchasing goods and services 
Purchasing goods 

Purchasing services 

Associated travel 

Other 

Voluntary work and care 

Support adults 

Unpaid voluntary work 

Associated travel 

Other 

Social and community interaction 
socialising 

Visiting entertainment 

Attendance at sporting events 
Religious activities 

Community participation 
Associated travel 

Recreation and leisure 

Sport and outdoor activity 
Games/hobbies/arts/cratt 

Reading 

Audio/visual media 

Attendance at recreational courses 
Other free time 

Talking (including phone) 
Writing/reading own correspondence 
Associated travel 

Other 


Source: Adapted from Australian Bureau of Statistics, 1997, How Australians Use Their Time, Catalogue No. 4153.0; and Janeen Baxter and Mark Western, 
‘Women’s satisfaction with the domestic division of Labour’, Family Matters, No. 47, 1997. 


of women indicated they thought their partner could do more).** So, while the perception may be that more 


men are doing more domestic duties, the evidence seems to indicate the contrary. Even taking into account 


employment status, most tasks and time spent on them is still strongly in women’s favour (Table 9.11). It is 


possible that males have been doing more than 30 years ago, but over the last decade or so this may have 
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TABLE 9.11 | Gender and employment differences in household tasks 


Male employment status Female employment status 

FT PT Not FT PT Not 
Total work 542 338 232 5A] 462 355 
Employment related 404 190 17 339 162 4] 
Education 4 15 45 6 Bhs, 34 
Domestic care 15 i 132 120 169 210 
Child care 19 WZ 12 ral 94 93 
Purchasing goods and services 30 32 45 a 94 96 
Voluntary work and care 14 ra | 26 14 23 30 
social and community interaction 37 48 51 42 48 50 
Recreation and leisure yaa 304 392 198 226 303 


FT = Full-time, PT = Part-time, Not = Unemployed 
Units are average time in minutes per day 


Source: Australian Bureau of Statistics, 1997, How Australians Use Their Time, Catalogue No. 4153.0. 


stalled.*? The realities and perceptions of tasks that are part of household duties for husbands and wives need 
to be understood and taken into account by marketers of products targeted at families. 

The diverse roles listed in Table 9.7 indicate that different family members can be involved in different 
aspects of the process of purchasing and consuming products. The family decision-making process is broadly 
depicted in Figure 9.7. In effect, each family member and the roles they perform are part of other family 
members’ social environment. 

The actual family members who fill the decision-making, purchasing and consumption roles will vary from 
family to family and from product to product. In some cases, a single family member will independently 
assume a number of roles; in other cases, a single role will be performed jointly by two or more family members. 
In still other cases, one or more of these basic roles may not be required. For example, a husband browsing 
through a supermarket may pick up a jar of olives. His decision to purchase them does not directly involve 
the influence of other family members. He is the decider, the buyer and, in a sense, the gatekeeper; however, 
he may or may not be the preparer, and he may or may not be the sole user. Products may be consumed by a 
single family member (beer, lipstick), consumed or used directly by two or more family members (video movie 
hire, shampoo, furniture) or consumed indirectly by the entire family (paintings, taxation advice). 

The study of family decision making by marketers requires the examination of the social interaction between 
family members, focusing on such issues as: 


1. Will the product be purchased for one individual’s consumption or joint family member consumption? 
Does the product require any changes to allow multiple-person usage? 

2. Will the product be purchased with the funds of an individual only or with joint family funds? 

3. Is the purchase a major one and will it require postponing other purchases? 

4. Will the purchase create conflict or disagreement among family members? What can be done to reduce such 
a potential occurrence? 

5. Which family members dominate in influencing and deciding and what sources of information (media) are 


consulted by family members to make decisions? 
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FIGURE 9.7 | Model of family decision making 
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Source: ‘Family decision-making model’ from Models of Buyer Behavior: Conceptual, quantitative and empirical by Jagdish N. Sheth. Copyright © by 
Jagdish N. Sheth. Reprinted by permission. 


Determining such influences and clearly understanding these issues allows effective marketing strategies to 
be developed. Typically, the smaller the family, the less the influence of its members on overall family purchase 
decisions. Unlike the extended families of developing countries and many Asian countries, the Western family 
often encourages individuality and individual decision making. In such countries, television and peers are 
also significant influences on decision making and consumption behaviour. Closely related to role perfor- 
mance within the family is the size of the family, which also plays an important role in consumption patterns 
and consumer behaviour. The larger the family, the greater the concentration of purchases on consumer non- 
durables and basic necessities in proportion to total purchase and consumption activities. Although such 
expenditures would vary according to family income and wealth, when the family unit is in the extended form 
and not the nuclear, each family is unlikely to own its own whitegoods (refrigerator, washing machine, oven) 
or other major appliances. 


DYNAMICS OF HUSBAND/WIFE DECISION MAKING 


The couple is the basic decision-making unit, and the relative strengths of husband/wife influence on family 
consumption decisions is of interest to consumer researchers. Most husband/wife influence studies classify 
family consumption decisions as husband-dominated, wife-dominated, joint decisions (equal or syncratic) or 
individual (autonomic).** The influence of spouses can be seen in Figure 9.8, which indicates differences 
across financial tasks for husbands and wives in the United States.*? Such differences in influence are also 
likely to exist in husband—wife roles in Australia. They point to an increasingly syncratic decision-making 


style for major purchase decisions. 
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Tr: 9.8 | Husband—wife influence in financial tasks and decisions 


Choice of type of investment 
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Source: JoAnne Stilley Hopper, ‘Family financial decision making: Implications for marketing strategy’, Journal of Services Marketing, 9(1), 1995, p. 28, 
<www.emeraldinsight.com/jsm.htm>. 


Studies that have examined both the extent and nature of husband/wife influence in family decisions have 
found that such influence is fluid and likely to shift, depending on the specific product or service, the family 
role structure orientation, and the specific stage in the decision-making process. A family’s orientation regard- 
ing sex roles is a key factor in family consumption decisions. In families with a modern sex-role orientation 
(i.e. acommitment to the partners’ equality), consumption decisions are likely to be equally distributed between 
the two spouses. In such families there is also increased interaction among family members regarding deci- 
sions; while in more contemporary couples less disagreement between husband and wife is likely to occur.*® 
Role structure and decision making within the family appears to be related to culture and subculture. For 
example, in many non-English-speaking background (NESB) groups, the traditional male role is to be the 
overt decision maker. 

Illustrating the cultural influence in husband—wife decision making, research comparing husband—wife 
decision-making patterns in China and the United States reveals that, among Chinese, there were substan- 
tially fewer joint decisions and more husband-dominated decisions for many household purchases. Still further, 
because of China’s one-child policy and the ensuing custom of treating a single child as a little emperor, many 
of the parents’ purchase decisions are influenced by the input of their child.*’ In another recent cross-cultural 
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study, husband—wife decisions were studied among three groups: Asian-Indians living in India, Asian-Indians 
living in the United States, and American nationals. The results indicate a decrease in husband-dominated 
decisions and an increase in wife-dominated decisions, going from Asian-Indians in India, to Asian-Indians 
in the United States, to American nationals. This pattern seems to indicate the impact of assimilation on 
decision making.*® These factors are also mediated by changing lifestyles, particularly the changes in family 
lifestyle options associated with the number of women working outside the home and the advent of new tech- 
nology into the home, such as computers. While these studies focus on the United States, such assimilation 


on decision making in migrant husband—wife decision making is also likely to occur in Australia. 


VARIATIONS BY STAGE IN THE DECISION-MAKING PROCESS 


The roles of husbands and wives often differ during the decision-making process. The roles of husbands and 
wives might vary over the course of making a decision. Once the need for purchase is identified, the decision 
process can be represented by a three-step decision model: 


1. the search for information (doing the groundwork) 
2. making a shortlist (establishing the ‘consideration set’) 
3. making the final decision. 


Decisions that husbands, wives and partners make are typically not simple, especially where ‘big ticket’ 
(i.e. expensive) items are involved. Research conducted in Australia and New Zealand shows that the 
wile/female partner is typically involved in all stages of such decisions. Table 9.12 indicates significant 
involvement of wives with household furnishings and appliances, but diminished for items such as 


computers and superannuation. 


TABLE 9.12 | Female partner involvement in the purchasing process 


ltem purchased Groundwork % Shortlist % Decision % 


Major household furnishings 95 94 94 
Holidays and travel 93 93 92 
Whitegoods 9? 93 94 
Family home 9] 92 9] 
New bank account 88 88 89 
Medical insurance 8/ 8/ 88 
Television or video 86 86 84 
Household insurance 82 83 85 
Investment property 8] 84 85 
Car insurance a 80) 82 
Woman’s own car /6 80 84 
stereo equipment /6 78 82 
Life insurance /6 // | 79 
Superannuation /0 13 /6 
Computer 66 68 /1 


Source: Adapted from A Study of Women’s Importance in Household Financial Decision Making, produced by Mattingly and Partners, with Australian 
Consolidated Press and Brian Sweeney and Associates, 1993, p. 26. Based on a sample of women aged 20-60. 
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Influencing spouses and resolving conflict 
Given so much syncratic decision making, partners will attempt to influence each other to arrive at what they 
consider the best solution and to avoid conflict. Research has identified six influence strategies for resolving 


husband/wife consumer-related conflict:2? 


1. Expert. An attempt by a partner to use his/her superior information/knowledge about decision alternatives 
to influence the other spouse. 
Legitimacy. An attempt by a spouse to influence the other spouse on the basis of position in the household. 

3. Bargaining. An attempt by a spouse to secure influence now that will be exchanged with the other spouse 
at some future date. 
Reward. An attempt by a spouse to influence the behaviour of the other spouse by offering a reward. 

5. Emotional. An attempt by a spouse to use an emotion-laden reaction in the hope of influencing the other 
spouse's behaviour. 

6. Impression. Any persuasive attempts by one spouse to influence the behaviour of the other. 


These influence strategies tend to be used by husbands and wives when they find themselves in disagreement 
or in conflict with the other spouse regarding a specific consumer decision. Consider situations such as 
choosing where and what to eat, what movie to watch or which colour to paint the house. These are only a 
few examples of the almost endless possibilities of potential family consumer conflict that might need to be 
resolved. In a consumer behaviour context, a firm's advertising or an in-store shopping experience (e.g. respond- 
ing to a point-of-sale display or handling a product) might provide enough additional information for a husband 


or wile to effectively change their spouse’s views so they are consistent with their own particular preference. 


Variations by product or service 

The relative influence of a male and his female partner on a particular consumer decision depends in part on 
the product or service category. For instance, during the 1950s, male domination in the purchase of a new family 
car was evident, while food and financial/banking decisions were largely in the female domain. Fifty years 
later, the purchase of the family car is still male-dominated (this is diminishing), but in other contexts (e.g. 
the purchase of a second car for the working woman or a car for the single female), females are increasingly 
becoming the principal decision makers. Many car manufacturers in the Australian car market acknowledge 
this fact in their marketing campaigns. Research has shown that in the areas of insurance and legal services, 
male partners are still more influential in choice of service, and that female influence is greater in choosing 
the family pharmacist. Interestingly, the selection of the family doctor is not predominantly the domain of 
one sex over the other, but varies according to the way each individual family operates. Some traditional 


female roles, such as home decoration, tend to remain. 


CHILDREN 


As soon as a child possesses the basic communication skills needed to interact with the family, that child will 
attempt to influence family decisions—‘Buy me some Twisties’; ‘I want a Barbie doll’; ‘Can we go to McDonald's 
for dinner?’ They want lollies, they want toys and videos, cool clothes, food and related products as depicted 
in Figure 9.9 targeting the influence of children in products. They want items that are colour-matched, cool 
and trendy. 

A study carried out in 1997 by J. Walter Thomson ad agency in London found that children aged 12 and 
under played a significant role in the choice of 31% of all vacation destinations, 30% of all car models and 22% 


of all stereo brands purchased.°° The annual cash flow of children varies across countries (see Table 9.13), 
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TABLE 9.13 


An advertisement targeting children’s Annual cash flow of children 


influence in the purchase process 


Country Amount ($US) 


France /-12 1.7 billion 
Germany 3-12 2./ billion 


6-17 8.0 billion 
ltaly 3-12 1.4 billion 
9-12 1.8 billion 
Netherlands 3-12 2.8 billion 
United Kingdom 7-12 2.3 billion 
Australia* 6—9 196 million 


339 million 


"COLOUR marcn! = iB 
aALe PEEESSORIES a) —_—s Australian estimates adapted from data from Australian Bureau of Statis- 
- tics, Australian Demographic Statistics, Catalogue No. 3101.0, 1999, and 


Roy Morgan Research, Kids 98 data, 1999. 


Source: ABC Global Kids study, Roper Starch Worldwide, Richmond; Saatchi 
& Saatchi, London; Institute of the Child, Paris; Institute for Youth Research, 
Munich; Kidwise, Amersfoort. 


with many children having access to significant 


amounts of money. Australian children have substan- 


| * __ tial amounts of their own money, an important compo- 
Source: Reproduced with permission from Chemcorp Pty Ltd, Sydney, "ent of learning to be young consumers. 

Older children are more likely to exert a direct 
influence on family consumer decisions. This was shown by an American study that examined a family 
decision to purchase a personal computer.’! It has been suggested that, by the age of nine, 90% of Australian 
children are operating as autonomous shoppers and, once over the age of ten, children will be making in 
excess of 270 purchases a year.** The increased influence of children as consumers is largely attributed to 
their increased disposable income. 

McCann-Erickson and Frank Small and Associates Research undertook an analysis of the pocket money 
habits of children aged 3-12 years.°* The results indicated that children have spending power as well as influ- 
ence in the purchasing process. Reasons for their increased propensity to spend are linked to increased numbers 
of living grandparents, having a third parent (due to 30% of marriages being second marriages) and access to 
aunts and uncles. Children aged 11-12 years obtained an average of $5.36 per week. Table 9.14 shows sources 
of pocket money and how it is spent by children aged 6-9 years and children aged 10-13. 

The parent-child relationship, as it relates to consumer behaviour, can be viewed as an influence versus yield 
situation. Specifically, children attempt to influence their parents to make a purchase (to yield). In observing 
shoppers in a supermarket, it is quite evident that children attempt to influence their parents in both: 


i purchases of special interest to them, such as Fruit Loops cereal and Chuppa Chup lollipops, and 


ll purchases of remote interest (e.g. laundry detergents), which they have seen advertised on TV** 


Children and Television 
The impact of TV advertising appears to vary among children of different age groups. Older children and those 
with greater media exposure tend to recall more advertising slogans. (Interestingly, as children get older, they 
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TABLE 9.14 | Sources of pocket money and how it is spent, by age group 


6-9 years 10-13 years 
% % 

Pocket or chores money (receive money weekly) 87.41 92.67 
Money received as birthday gifts (receive money annually) 84.49 92.84 
Spend money on 

Buy snacks/drinks 38.45 AZ 
Buy toys 60.81 S244) 
Buy console games 24.40 44.98 
Buy other games 14.89 20.97 
Buy CDs 10.61 32.04 
Buy movie tickets 4.31 19.38 
Buy books 9.80 13.56 
Buy magazines 19.40 30.64 
Buy clothes 6.54 ras | 
Going out 8.30 20.34 
Use for mobile phone 0.53 (2.14 
Use for school canteen 25.4/ yas) 
Use for school expenses 2.19 3.62 
Save 11.28 91.99 
No answer 6.62 3.14 


Source: Roy Morgan Young Australians Survey: January—March 2004. 


tend to watch less television.) For years, it was believed that preschoolers were not able to distinguish between 
programs and commercials. However, research now suggests that preschoolers as young as 1-3 years do under- 
stand TV commercials and are able to distinguish between the program content and the commercial.’ This 
evidence emerged as a result of changes in research methods. The earlier approaches required more advanced 
language skills, whereas more recent research tends to be more universal and non-verbal in nature. One study 
showed that traditional verbal measures usually underestimate the child’s ability to understand TV ads whereas 
non-verbal measures, such as asking the child to point to something, indicate that young children are capable 
of understanding TV commercials. 

It was also found that commercials targeted to adults have a great influence on children. For example, a 
TV commercial for Mum deodorant shows three generations of females—the grandmother, mother and young 
daughter—as part of an ongoing tradition of product purchase. The implication is that young girls about to 
use deodorant for the first time are going to be influenced by the behaviour of the adult females in their 
family.°° Older children recognise more symbolism in advertising than do younger children. Those who had 
experience with the product held strong consumption-based stereotypes, suggesting that personal experience 
is more important than media exposure.?’ 

Research undertaken by Clemengers Advertising in Melbourne has highlighted the high levels of media 
exposure by young people.’® These young adults, who were aged 16-24 years, spent about 45 hours each 
week exposed to the media (television—18 hours; radio—21 hours; newspapers—2.5 hours; magazines— 
1 hour; videos—2 hours). AC Nielsen TV trends research also indicates significant viewing by young people, 


318.> PART 3 Consumers in their social and cultural settings 


with 5—12-year-olds watching around 2 hours 30 minutes per day and 13-17-year-olds watching around 
2 hours 40 minutes per day. From such viewing habits data we can see the high exposure to advertising 
messages by children. 


Latchkey kids 


Many consumer goods firms target marketing efforts at pre-teen latchkey children, who are children home alone 
for part of the school day while their parents are at work. These children will view television from around 4 p.m. 
and be exposed to numerous promotional messages that are geared especially towards young children’s needs, 
whether it’s having a Nestlé Quik drink or Timeout chocolate bar. Experience suggests that this group has 
become self-sufficient in the use of various household appliances and would represent a special niche market 
for products that are easy to prepare and use, such as microwave popcorn. 


Teenagers and post-teens 

As a category, teenagers represent a sizeable market. It has been estimated that 10-17-year-olds spend around 
$3.3 billion annually. Some of this comes from part-time or casual work, much of it comes from parents. Dolly 
magazine, with the research company AMR: Quantum Harris, studied the activities of this group, showing 
that 72% of them pressured parents to buy clothes and other accessories with brand names.?? Research 
conducted by Harrison Communications"? in Australia showed that 10-17-year-olds not only influenced the 
purchase of a wide range of goods (e.g. clothing, groceries, holidays) but also had a strong role in specifying 
the brand purchased. Additionally, this target group are often innovators, introducing their parents to new 
products. Homes with older teenagers are more likely than the average Australian home to own high-technology 
items (see Table 9.15). 

All this makes teenagers an important market, given the size of the group, their taste for premium brands 
and their ability to spend rather than having to save. Figure 9.10 shows a classic ad for Hang Ten clothing, 
featuring a sullen-looking young man who personifies some of today’s youth. Male teenagers particularly will 
identify with the casual image and brand name. 


University-aged children 

University students are another important family subgroup, who consume a wide range of necessities (books, 
personal clothing, petrol), as well as elective purchases of goods and services (rock concerts, compact discs). 
In many cases, they also exert influence on the purchase decisions of their families. 


TABLE 9.15 | Ownership of high-technology items 


ltem 14-15 year olds 16-17 year olds _— All people 14+ years 
%o % % 


TV (includes digital, plasma & lcd screen) 83.93 81.46 86.68 
Video cassette recorder 77.80 TA 82.46 
Personal CD/cassette/radio (e.g. Walkman) 69.42 69.90 48.21 
Personal computer 92.82 90.41 76.2/ 
Video tape camera (includes digital) 38.01 30.50 26.43 
Mobile phone (ownership &/or use) 46.30 70.09 71.09 
Cordless phone 61.32 64.50 61.02 
Camera valued at over $150 (includes digital) 98.65 56.83 57:26 


Source: Roy Morgan Single Source Australia: April 2003—March 2004. 
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Like pre-teens and teenagers, tertiary students are 


FIGURE 9.10 | Targeting the teenage market 


still in the process of establishing many of their brand 
preferences and shopping habits. One interesting US- 
based study found that female tertiary students and 
their mothers tended to share specific brand preter- 
ences (e.g. aspirin as a pain reliever) and shopping 
strategies (e.g. pre-purchase planning and willingness 
to try new products). However, when it came to more 
remote and broad-ranging beliefs about the nature of 
the marketplace (e.g. perceptions of the price/quality 
relationship or distrust of marketing practices), female 
tertiary students and their mothers were less likely to 
have the same outlook.*! 

Marketers frequently attempt to gain the attention 
and loyalty of tertiary students because of their current 
and future prospects as consumers. University news- 
papers and radio stations are important media to reach 
these students. Also, many consumer goods firms are 
eager to obtain shelf space in tertiary campus book 
stores, and even to establish networks of students to 


represent them and their products on campus. 


Source: Advertisement reprinted courtesy of Hang Ten International 
© 2000. 


CASE STUDY 9.1 


The Growth in the Non-Traditional Household 
Jenny Rindfleish, University of New England 


Changes in household demographics can profoundly affect the practices of marketing due to the fact that the 
composition of the family influences marketing segmentation and strategy. Household characteristics such as 
income, size of the family, number of children, and the ages of those children, are central to measures of 
market segmentation, and consumer lifestyles are, in turn, directly related to these household characteristics. 
The growth in ‘non-traditional households’ is one example of the way in which social contexts will continue 
to change in the 21st century. Marketers need to keep a close eye on the changing composition of Australian 
households in order to fulfil the needs of customers for myriad different product categories. 

A recent report by the Australian Bureau of Statistics, Measures of Australias Progress (2004) outlines the 
ways in which Australian families are changing. The report shows that over the past decade the proportion of 
families with children has declined from 65% to 60%. The decline in families with children has been most 
marked in terms of couples with children—a family type that has fallen from a majority of 52% to 45% of 
Australia’s 5 million families. At the same time there has been an increase in the proportion of childless couples 
to 38%. If the current rate of increase in the proportion of childless couples and the rate of decline in families 
with children continues at the same pace, childless couples will become the ‘average’ Australian family in 17 years. 
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The report also highlights the increasing isolation in the community brought about by these demographic 
changes. Almost one in 10 of those over the age of 15 now live by themselves, an increase of 50% since 1992. 
The definition of the ‘ideal family’ is being challenged by these changes and being redefined away from the tradi- 
tional view of a married couple with children. It seems as if the ‘ideal family’ could now be viewed as one in 
which the quality of relationships between family members is more important than the structure of the family 
unit. Interestingly however, members of the community who still believe in traditional family values may view 
the decline of this family type as a loss to society. 

The increasing number of women choosing not to have children is a large contributing factor to the decline 
in the traditional family. Patterns of childbirth show that as women earn more and become more educated 
they tend to have fewer children. The two women profiled in this case study display the type of thinking that 
is going on in the mind of the single-by-choice segment of the population. 

Melissa is a 35-year-old primary school teacher who says she enjoys looking after herself and likes being 
self-sufficient. | 


‘I have to stop myself sometimes and realise I have achieved a lot for a single person. Sometimes you wonder if 
your life is heading in the direction you wanted to go, so I have to stop and realise I’ve done a lot in my life.’ 


Melissa, who lives in upper north shore Sydney, said many of her accomplishments would not have been 


possible if she were married. 


‘I own a car, my own home and I have travelled overseas. I don’t think I would have done a lot of those things if 
I had been in a relationship or living with someone.’ 


Melissa felt that both men and women have more choices these days and they do not feel it necessary to rush 


into a relationship. 


‘I would like to find the right person some day but do not feel it necessary to rush into a relationship. Back in 
the old days, women were looking for providers, so they had to find husbands. Now we can provide for ourselves, 
so we are looking for something more fulfilling and wait for that perfect person.’ 


Melissa said most of her friends were in a similar situation. 


‘My friends are single but because this area has high rents, they live with housemates. But most of them would 
rather live on their own. There is just more freedom and you know you're not bothering anyone else.’ 


Susan, a 44 year-old account director at an international public relations firm, lives by herself in an inner 


city suburb of Melbourne and has a number of friends, primarily professional women, who live alone. 


‘There’ nothing morose about it, I have great fun. I have married friends who envy the flexibility and freedom 
I have.’ | 


Susan has shared accommodation for 20 years but two years ago decided she would prefer living alone: 
‘I wanted to have more control. As the years went by, I guess I lost my tolerance of other people I lived with 
and their friends.’ Susan has a partner who also lives alone in northern NSW and runs a business there. She 
says she will not necessarily live alone for the rest of her life but, meanwhile, is not daunted by the prospect: 
‘It doesn’t scare me as long as you have a good network of friends and family.’ 

Based on the large increase in the numbers of people in one-person households, the ability to live alone 


will become a prerequisite for life in the 21st century. Services such as adult education courses designed to 
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teach people how to cook and eat a three-course meal for one, how to spend an entire weekend alone, or how 
to overcome panic and loneliness may become commonplace. 

For women who find themselves in one-person households in their 70s and 80s there will be plenty of 
role models among their female friends, the never-married, the long-divorced, and the single parents trained 
in self-sufficiency. These women who enjoy living alone, or have learned to like it over the decades, can fix 
fuses, unblock toilets and change tyres. They will be a priceless resource. 

Not so long ago, solitude was suspect. ‘Spinsters’ were pitied and lived with mother. Widows moved in 
with daughters. Widowers were shipped off to nursing homes through an inability to cook. Now young people 
choose to live alone if they can afford to do so. The divorced sign up to adult education courses in droves, and 
others do so to escape the loneliness of marriage. Old people stay at home alone and ‘age in place’, thanks to 
the home and community care program. 

In other cultures, solitude is an oddity. Though it is breaking down, the extended family under one roof 
still rules many parts of Asia, and customs and poverty ensure togetherness. Even in Western industrialised 
cultures, solitude does not necessarily mean isolation. Men alone in their 40s can have close contact with their 
children; and women can access a network of carers. Still the lessons of successful solitude can be hard to 
learn. These factors, together with the changing demographics, may explain why depression is on the increase. 

Friendships will take a high priority for men and women alone at the end of their lives. When their spouse 
is buried, and the children are busy, and they still have another decade of life ahead, friends will be needed 
more than ever. Friends can be there to share a meal and a weekend outing, but also to turn off the life support 
and read the eulogy. The importance of friends to this social group cannot be underestimated. The need for 
flexibility and freedom motivates people to choose to live alone. These core needs will also drive their buying 
habits. The area of group dynamics will be affected by the rise in one-person households and the references 
groups related to one-person households will differ from those of households with children. 


Note: The information contained in this case study has been partly adapted from the following three articles: 
P. Gotting, ‘By choice or chance, householders discover the power of one’, and A. Horin, ‘Finding the rule 
book to life’s game of solitaire’, both from The Sydney Morning Herald, 29 October 1999, p. 3; T. Vermeer, 
‘Majority of couples are shunning parenthood’, The Sunday Telegraph, 25 April 2004, p. 14. 


Case Study Questions 

1. What specific aspects of consumer decision-making are impacted by the demographic changes in the 
composition of the household? 

What goods and services will be in higher demand with an increase in the one-person household? 

How can marketers communicate with, and appeal to, individuals in the one-person household? 

Which reference groups will be the most influential with this social group? Why? 


UB WN 


How can we use the influence of these reference groups in our marketing practices? Give an example of a 


marketing communications message that would appeal to individuals living in the one-person household. 


CASE STUDY 9.2 
Child-Free, Not Childless 


In a recent Current Population Survey, the US Census Bureau reported that about 18% of married women of 
childbearing age (15 to 44 years old) were childless, with a subgroup of these women calling themselves 
‘voluntarily childless’. This subgroup has risen from 2.4% in 1982 to 6.6% in the mid-1990s (the most recently 
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available statistic), with all available data indicating that this percentage figure is going to climb higher. The 
trend toward a desire to be child-free appears to cover all the age ranges within the 15- to 44-year-old group 
for females. For example, the 25- to 29-year-old bracket has gone from 16% childless in 1976 to 28% child- 
less in 1998, whereas the 40- to 44-year-old segment was 10% childless in 1976 and 19% childless in 1998. 
It is also of interest to note that child-free married couples, in the manner similar to married couples with 
children, consider themselves to be a family. 

Other data indicate that 30% of child-free couples are composed of two college graduates (for couples with 
children, it’s 17%) and that they are more likely to have professional or managerial jobs. Furthermore, child- 
free couples appear to be a group that marketers tend to pay little attention to, with most of their advertising 
targeted to 30- to 40-year-olds who are or wish to be parents. 


Source: Pamela Paul, ‘Childless by choice, American Demographics, November 2001, pp. 45-50. 
Case Study Questions 


1. How do child-free couples fit into the family life cycle discussion in this chapter? 


2. How would you imagine that their consumption of products and services might differ from couples with 
children? 


CASE STUDY 9.3 
Make Mine Top Loading 


Americans do a lot of washes. Indeed, according to some experts, it is a uniquely American phenomena to 
consider an article of clothing dirty after only one wearing. Because of this, Americans tend to subject their 
clothing to more frequent washing and drying, which, in turn, results in more wear and tear on their clothes. 

To make matters worse, Americans also prefer top-loading washing machines rather than front loaders. 
The reason for this seems to be their reluctance to bend over in order to load or remove clothes from the 
machine. Top-loading washing machines also tend to be larger in capacity than front loaders, so it allows 
Americans to wash larger loads. 

However, top loading washing machines tend to damage clothes more than front loaders because garments 
are beaten by an agitator to get them clean. In contrast, front loaders are easier on clothing because they merely 
tumble clothing inside their rotating tub. Procter @ Gamble chemists experimented by washing one-half of a 
white dress shirt collar in a typical American top-loading washing machine and the other half in a European 
front-loading machine. The half washed in the top loader ended up looking more worn and yellower. 

So why haven't a substantial number of Americans switched to front-loading washing machines if they are 
so much better? Perhaps a major barrier to purchase is the fact that a typical top loader may be priced at $450, 
whereas a typical front loader costs $1300, which is almost three times as much. Clearly, at such a price, it is 
probably safe to assume that only affluent households would consider such a purchase. 


Source: Emily Nelson, ‘In doing laundry, Americans cling to outmoded ways,’ Wall Street Journal, 16 May 2002, 
pp. Al, Ag. 


Case Study Question 
1. Assume that you work for an advertising agency whose client, an appliance manufacturer, has introduced 
a line of front-loading washing machines (to complement its line of top loaders). What types of magazines 


would you suggest be used to promote these front loading washing machines to American consumers? 
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Summary 
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The family is a major influence on the consumption behav- 
iour of its members and is also the prime target market for 
most products and product categories. As the most basic 
raembership group, families are defined as two or more 
people related by blood, marriage or adoption who reside 
together. There are three types of families: married couples, 
riuclear families and extended families. The basic functions 
of the family are the provision of economic and emotional 
support, childhood socialisation and a suitable lifestyle for 
its members. 

The members of a family assume specific roles and tasks 
ia their everyday functioning; such roles or tasks extend to 
the realm of consumer purchase decisions. Key consumer- 
related roles of family members include influencers, gate- 
keepers, deciders, buyers, preparers, users, maintainers and 
disposers. A family’s decision-making style is often influ- 
enced by its social class, lifestyle, role orientation, ethnic- 
ity, stage in the family life cycle, the product’s importance, 
the perceived risk, and the time constraints of the purchase 
itself. 

The majority of consumer studies classify family 
consumption decisions as husband-dominated, wife-domi- 
nated, joint or autonomic decisions. The extent and nature 


Discussion questions 


1. Some consumer behaviour researchers maintain that the 
family rather than the individual should be the unit of 
analysis in consumer behaviour. What are the advan- 
tages and disadvantages of using the family as the unit 
of analysis? 

2. How does the family influence the consumer socialisa- 
tion of children? What role does television advertising 
play in consumer socialisation? 

3. Asa marketing consultant, you are retained by Qantas 
to design a study investigating how families make 
holiday decisions. Whom, within the family, would you 
interview? What kind of questions would you ask? How 
would you assess the relative ‘power’ of each family 
member in making holiday-related decisions? 

4. Movieworld, at the Gold Coast, is planning a TV 
campaign. Does the company need to know which 
consumption role is played by each family member 
regarding holiday decisions? How would such knowl- 
edge enable the company to create more effective TV 


commercials? 
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of husband/wife influence in family decisions depends on 
the specific product or service, the stage in the decision- 
making process (problem recognition, information search 
or final decision) and the specific product features under 
consideration. 

Consumer socialisation is an important component of 
the socialisation process of children. It is the vehicle through 
which the family imparts consumer-relevant knowledge, 
attitudes and skills. Children are not only influenced by 
their families—they also influence their family’s consump- 
tion decisions. 

Classification of families by stage in the family life cycle 
(FLC) provides valuable insights into family consumption- 
related behaviour. The traditional FLC begins with active 
seekers and young achievers, moves on to marriage and an 
expanding family, then to a contracting family, and ends 
with the death of a spouse. In addition, dynamic socio- 
demographic changes in society have resulted in many non- 
traditional stages that a family or non-family household 
might pass through (e.g. childless couples, couples marrying 
later in life, single parents, unmarried couples, single-person 
households). These non-traditional stages are becoming 
increasingly important in terms of specific consumer needs. 


5. Using the influence strategies for resolving husband/ 
wife consumer-related conflict discussed in this chapter, 
cite the strategies that are most likely to be used in the 
following cases. 

(a) An older, retired couple, where the wife wants to 
move to a unit in an urban area but the husband 
wants them to stay in their large, suburban house. 

(b) A teenage son who wants a TV set in his own room, 
but the parents object because they believe he will 
give less attention to school work if he has his own 
TV. 

(c) A teenage son who was selected for a special 
program for gifted students that takes place at a 
rather expensive camp in Adelaide and the teenage 
daughter who wants to go on a trip to Bali with a 
friend, but the parents cannot afford both. 

6. In purchasing a new TV set, how would you expect 
the following factors to influence the dynamics of 
husband/wife decision making? 


(a) the features of the product 


(b) the family’s role structure orientation 

(c) the stage in the decision-making process. 

How would you use the assessments you have made in 

advertising a new model TV set? 

(a) Describe the role of young children in the family 
consumption process. 

(b) What role do teenagers play in family decision 
making? 

(c) What is the marketing significance of the increase 
in the number of ‘latchkey kids’ and their distinc- 
tive lifestyle? 


Exercises 


You are the marketing manager of a high-quality, fairly 
expensive line of frozen dinners. How would you use 
the non-family households listed in Table 9.1 and 9.3 to 
segment the market and position your product? 

A domestic airline’s frequent flyer program states that 
award tickets are transferable only to family members. 
As the airline’s executive charged with re-evaluating this 
policy, how would you use the census data listed in 
Table 9.3 to decide whether to change the present 
policy? 


1. 


Think of a recent major purchase your family has made. 
Analyse the roles performed by the various family 
members in terms of the following consumption roles: 
influencers, gatekeepers, deciders, buyers, preparers, 
users, maintainers and disposers. 

Select three product categories and compare the brands 
you prefer with those your parents prefer. To what 
extent are the preferences similar? Discuss the similar- 
ities in the context of consumer socialisation. 

Watch one hour of children’s programming on commer- 
cial television and prepare a list of the commercials 
shown. For each ad, identify the persuasive appeal used, 
the approximate age of the child targeted, and your 
opinion as to whether or not the child is likely to differ- 


Key terms 


entiate between the program content and the commer- 
cial. Are your opinions on this issue consistent with the 
information presented in this book? Explain. 

Identify one traditional family and one non-traditional 
family (or household) featured in a TV sitcom or series 
(the two families/households can be featured in the 
same or in different TV shows). Classify the traditional 
group into one stage of the traditional FLC. Classify the 
non-traditional group into one of the categories 
described in Figure 9.5. Select two characters of the 
same gender and similar age, one from each group, and 
compare their consumption behaviour (e.g. clothes, 
furniture, stated or implied attitudes towards spending 


money). 
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consumer socialisation (p. 297) 
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Social class relates to the levels or hierarchy of groups within society. Some forms of class structure or social 
stratification has existed in all societies throughout human history. Australia has had a reputation for being a 
relatively classless society. However, inspection of the historical evidence shows this has never really been 
true’ and few Australians believe it.” In addition, there appears to be a growing gap between rich and poor.’ As 
an indication of the presence of social classes in Australia, people who are better educated or have more 
prestigious occupations generally have higher status than people with little education or in less prestigious 
occupations. For example, the occupations of lawyer or doctor are often more highly valued than those of truck 
driver or cleaner. Yet all four occupations are necessary for our society’s well-being. Moreover, a wide range of 
differences in values, attitudes and behaviour has been shown to exist among members of different social classes. 

This chapter examines issues related to social class and its role in consumer behaviour. The chapter examines 
the importance of social class for marketers, how it is measured, how members of specific social class groups 


behave and how social-class-linked attitudes and behaviour influence consumer behaviour. 


» What Is social class? 


Although social class can be thought of as a continuum, where individuals in society are placed into social posi- 
tions, researchers prefer to divide the continuum into a small number of discrete social classes, or strata. 
Within this framework, the concept of social class is used to assign individuals or families to a social class 
category. Consistent with this practice, social class is defined as the division of members of a society into a hier- 
archy of distinct status classes, so that members of each class have relatively the same status and members of all 
other classes have either more or less status. 


To appreciate more fully the complexity of social class, we now briefly consider several underlying concepts. 


SOCIAL CLASS AND SOCIAL STATUS 


Social class is often measured in terms of social status; that is, each social class is defined by the amount of 
status the members of that class have in comparison with members of other social classes. In social class 
research, status is frequently conceptualised as the relative rankings of members of each social class in terms 
of specific status factors. For example, relative wealth (amount of economic assets), power (the degree of 
personal choice or influence over others) and prestige (the degree of recognition received from others) are 
three popular factors frequently employed in the estimation of social class. When considering consumer behay- 
iour and marketing research, social status is often defined in terms of one or more of the following demo- 
graphic (socioeconomic) variables: family income, occupational status and educational attainment. These 
socioeconomic variables, as expressions of status, are used by marketing practitioners on a daily basis to 
measure social class and are used in appeals to various market segments. 


Social class is hierarchical 

Social class categories are usually ranked in a hierarchy ranging from low to high status. Thus, members of a 
specific social class perceive members of other social classes as having either more or less status than they do. 
To many people, social class categories suggest that others are either equal to them (about the same social 
class), superior to them (higher social class) or inferior to them (lower social class). 

Within this context, social class membership serves as a reference (or a reference group) for the development 
of an individual consumer’ attitudes and behaviours. In the context of reference groups, members of a specific 
social class may be expected to turn most often to other members of the same class for cues (or clues) regard- 
ing appropriate behaviour. In other cases, members of a particular social class (e.g. upper-lower class) may aspire 
to advance their social class standing by emulating the behaviour of members of the middle class. To accomplish 
this goal, they might read middle-class magazines, do middle-class things (such as visit museums and advance 
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their education) and hang out at middle-class restaurants so that they can observe middle-class behaviour.” 
Thus, the middle class becomes a reference group for such upper-lower class individuals. (For a detailed discus- 
sion of reference groups see Chapter 8.) Products made for upper-class groups often ‘trickle down’ to other 
classes, in cheaper formats. For example, when Mercedes-Benz introduced fluted tail lights on their cars for 
practical reasons (to reduce the build-up of road grime), makers of cheaper cars emulated the look. When mobile 
car phones were first introduced into Australia, some people bought plastic replicas for their cars. 

The hierarchical aspect of social class is important to marketers. Consumers may purchase certain products 
because they are favoured by members of their own or a higher social class (e.g. fine French champagne), and 
they may avoid other products because they perceive them to be lower-class or down-market products (such 
as a digital wristwatch as a dress watch). Therefore, the various social class strata provide a natural basis for 
market segmentation for many products and services. In many instances, consumer researchers have been 
able to relate product usage to social class membership. 

Marketers can effectively tailor products or services, channels of distribution and promotional messages 
to the needs and interests of specific social strata (see Figure 10.1, page 332). In using class as a basis for 
segmentation, the marketer has to assume relative stability in this measure. For example, Australian evidence 
suggests that class is more stable among men than women.’ 

Researchers often measure social class in terms of social status; that is, they define each social class by the 
amount of status the members of that class have in comparison with members of other social classes. To better 
understand how status operates within the minds of consumers, researchers have explored the idea of social 
comparison theory. According to this social-psychological concept, individuals quite normally compare their 
own material possessions with those owned by others in order to determine their relative social standing. This 
is especially important in a marketing society where status is often associated with consumers’ purchasing power 
(or how much can be purchased). Simply stated, individuals with more purchasing power or a greater ability to 
make purchases have more status. Those who have more restrictions on what they can or cannot buy have less 
status. Because visible or conspicuous possessions are easy to spot, they especially serve as markers or indicators 
of one’s own status and the status of others. Not surprisingly, recent research confirmed that a key ingredient of 
status is a consumer's possessions compared with others’ similar possessions (possibly one’s home versus another 
person’s home). In making such a comparison, an individual consumer might decide to compare himself with 
someone who is worse off (i.e. a downward comparison) in order to bolster his self-esteem; or alternatively a 
consumer might elect to compare upward with another consumer ‘with more’ or some idealised media image (e.g. 
a beautiful home in a magazine advertisement), which is likely to make the consumer feel somewhat inferior. 

A related concept is status consumption—the process by which consumers endeavour to increase their 
social standing through purchase and consumption of possessions. As the market for status products (and 
brands) continues to grow, there is a growing need for marketers to identify and understand which consumers 
especially seek out such status-enhancing possessions, as well as the relationship between status consumption, 
social class and branding. Such understanding can be enhanced with the measurement of status consumption 
tendencies using measures such as those below which tap into the use of product to gain status and the belief 
that some products indicate status: 


Some products are symbols of success. 
Some products are symbols of prestige. 
Some products indicate wealth. 

Some products indicate achievement. 

I am interested in status. 


Status is important to me. 


Status enhances my image. 
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The acquisition of material goods for status purposes is one of the strongest measures of social success and 
achievement. Thus in reality status and consumption of specific brands are increasingly common practice in 
contemporary culture. Thus, increasingly the role of consumption is used to examine status.° Often communi- 
cations about brand benefits and attributes are intertwined with notions of status and style as shown in Figure 10.2. 


Both advertisements for the brand identify the notion of status through copy expressing style and glamour. 


SOCIAL CLASS CATEGORIES 


Little agreement exists among sociologists on how many distinct class divisions are necessary to adequately 
describe the class structure of various countries. Most early studies divided the members of specific commu- 
nities into five or six social class groups. However, other researchers have found nine, four, three, and even 
two class schemas suitable for their purposes. The choice of how many separate classes to use depends on the 
amount of detail the researcher believes is necessary to explain adequately the attitudes and behaviours of 
communities under study. The classification of societys members into a small number of social classes has also 
enabled researchers to identify the existence of shared values, attitudes and behavioural patterns among 
members within each social class, and differing values, attitudes and behaviours between social classes. 
Consumer researchers have been able to relate social class standing to consumer attitudes concerning specific 
products and to examine social class influences on the actual consumption of products. Market research 
companies, such as AGB McNair, use five class categories—A, B, C, D and E—based on income, education and 
head of household occupation.’ Table 10.1 illustrates the number and diversity of social class level schemas. 
However, it must be remembered that much of the research comes from other countries and cannot be applied 


to Australian society without great care. 


TABLE 10.1 | Variations in the number and types of social class categories 


TWO-CATEGORY SOCIAL CLASS SCHEMAS 

e Blue collar, white collar 

e Lower, upper 

e Lower, middle 

THREE-CATEGORY SOCIAL CLASS SCHEMAS 

e Blue collar, grey collar, white collar 

e Lower, middle, upper 

FOUR-CATEGORY SOCIAL CLASS SCHEMA 

e Lower, lower-middle, upper-middle, upper 
FIVE-CATEGORY SOCIAL CLASS SCHEMAS 

e Lower, working class, lower-middle, upper-middle, upper 
e Lower, lower-middle, middle, upper-middle, upper 
SIX-CATEGORY SOCIAL CLASS SCHEMA 

e Lower-lower, upper-lower, lower-middle, upper-middle, lower-upper, upper-upper 


SEVEN-CATEGORY SOCIAL CLASS SCHEMA 
¢ Real lower-lower, a lower group of people but not the lowest, working class, middle class, upper-middle, lower-upper, upper-upper 


NINE-CATEGORY SOCIAL CLASS SCHEMA 
¢ Lower-lower, middle-lower, upper-lower, lower-middle, middle-middle, upper-middle, lower-upper, middle-upper, upper-upper 
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FIGURE 10.1 | Appeal using images and symbols 


of social status 
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FIGURE 10.2 
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Advertisements communicating key aspects of status and style for the brand 


There are a number of reasons to approach the use 
of social class with caution. First, Australia is a far 
smaller market than, say, the United States or the 
United Kingdom, and it makes little sense to use an 
extensive set of class categories if some categories have 
few members.® Second, the distribution of wealth in 
Australia has been more even than in some other soci- 
eties,” even though the gap between rich and poor is 
slowly widening (see Figure 10.3). The percentage of 
Australia’s national income earned by each decile (the 
lowest decile contains the bottom 10% of family 
incomes, the highest decile contains the top 10%) 
varies significantly. Third, social mobility has been rela- 
tively high, with fewer barriers than exist in other 
cultures.'° Fourth, there are ideological disagreements 
between sociologists of the relevance of the class 


t.1! Finally, a variety of methods has been used 


concep 
to measure social class in Australia, which causes some 
concerns regarding what is being measured and differ- 
ing outcomes and social class groups that result from 


different measures. 


CHORGHO 
IENEREN 
PELs 


§ Giorcnn Roveoriv Helle re the morfact wees th cnad ne Vameotavite 
CFO BeVOrey rigs (oO oerlect way tO Sood ner in styie 


Source: Courtesy of Giorgio Beverly Hills Inc., the registered trademark and copyright owners of Giorgio Beverly Hills. 
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FIGURE 10.3 | Changes in distribution of Australian equivalised disposable household income 


Income ($) 


1994-1995 1995-1996 1996-1997 1997-1998 1999-2000 2000-2001 


Year 


Source: Adapted from Australian Bureau of Statistics, Household Income and Income Distribution, 2003, Catalogue No. 6523.0. 


» The measurement of social class 


Although social class is a valid and useful concept, its measurement can be somewhat problematic. There is still 


disagreement among researchers as to what constitutes the underlying dimensions of social class structure. To 
attempt to resolve this dilemma, researchers have employed a wide range of measurement techniques which they 
believe give a ‘fair’ approximation of social class. Systematic approaches for measuring social class fall into three 
broad categories: subjective measures, reputational measures and objective measures. Consumer researchers, 
however, are concerned with the measurement of social class in order to obtain a better understanding of 
markets and consumption behaviour, not of social structure. Potentially, these measures could be used by 


marketers to segment consumers according to class and develop marketing mix strategies focusing on class. 


SUBJECTIVE MEASURES 


In the subjective approach to measuring social class, individuals are asked to estimate their own social class 
positions. Typical of this approach is the following question: 


Which one of the following categories best describes your own social class? 


Working class 
 Lower-middle class 
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ll Upper-middle class 
i Upper class 


f Do not know/refuse to answer 


The resulting classification of social class membership is based on the participants’ self-perceptions or self- 
images. Social class is treated as a personal phenomenon, one that reflects an individual's sense of belonging or 
identification with others. This feeling of social group membership is often referred to as class consciousness. 
Subjective measurement of social class tends to produce an overabundance of people who classify them- 
selves as middle class (thereby understating the number of people—the ‘fringe’ people—who would, perhaps, 
be more correctly classified as either lower or upper class). In one Australian study, as few as 5% identified 
themselves as upper or upper-middle class, 52% middle class, 28% working or lower class, and 16% various 
other class descriptions.” It is likely that subjective perceptions of one’s social class membership (as a reflec- 


tion of one’s self-image) are related to product usage and consumption preferences. 


REPUTATIONAL MEASURES 


The reputational approach for measuring social class requires selected community informants to make judg- 
ments concerning the social class membership of others within the community, rather than themselves. The 
final task of assigning community members to social class positions, however, belongs to the trained researcher. 
Sociologists have employed the reputational approach to obtain a better understanding of the specific class struc- 
tures of communities under study. In Australia, an extensive series of studies has looked at class on the basis 
of occupational status, which in turn is based on reputational measures of prestige.'? 

In regard to the more focused goal of understanding purchase and consumption behaviour, the reputa- 


tional approach has proved to be somewhat impractical. 


OBJECTIVE MEASURES 


In contrast to the subjective and reputational methods, which require people to evaluate their own class 
standing or that of other community members, objective measurement of social class consists of selected 
demographic or socioeconomic variables concerning the individual(s) under study. These variables are measured 
through questionnaires which ask respondents to answer several factual questions about themselves, their 
family, or their place of residence. When selecting objective measures of social class, most researchers favour 
one or more of the following variables: occupation, amount of income and education. To these socioeconomic 
factors they sometimes add geodemographic market data in the form of postcodes and residence-neighbourhood 
information. These socioeconomic indicators are especially important as a means of locating concentrations 
of consumers with specific social class membership. 

Socioeconomic measures of social class are of considerable value to marketers concerned with segment- 
ing markets. Marketing managers who have developed socioeconomic profiles of their target markets can 
locate these markets (i.e. identify and measure them) by studying the socioeconomic data periodically issued 
by the Australian Bureau of Statistics and numerous commercial geodemographic data services, such as Pacific 
Micromarketing (a division of Pacific New Media), Apasco and Telstra's Spatial Decision Systems. In order to 
reach a desired target market, marketers match the socioeconomic profiles of their target audiences to the 
audience profiles of selected advertising media). Socioeconomic audience profiles are regularly developed and 
routinely made available to potential advertisers by most of the mass media. For example, Table 10.2 shows 
reader characteristics for two magazines in Australia. This data comes from readership research conducted by 
Roy Morgan Research and shows the readership profiles of Woman’ Day and Picture, by gender, income, educa- 


tion, occupation and socioeconomic scale. 
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TABLE 10.2 | Socioeconomic profile of readers of Woman’s Day and Picture 


Read Woman’s Day or Picture 


Gender 
Women 2 044 000 
Men 692 000 


Major demographics 
Main Grocery Buyer 1 845 000 


Household income 

Less than $30 000 588 000 
$30 000—-$59 999 988 000 
$60 000 & over 873 000 


Socio-economic scale 

AB quintile 381 000 
C quintile 915 000 
D quintile 613 000 
E quintile 620 000 
FG quintile 607 000 


Occupation of respondent (all workers) —summary 

Professional/manager 231 000 
White collar workers 333 000 
Skilled workers 133 000 
Others (incl. semi/unskilled) 212 000 
Full-time workers 912 000 
TOTAL not employed 1 222 000 


Education of reader 

Primary school 96 000 
secondary 1 831 000 
Tertiary 809 000 


Woman’s Day 


19.21% 
20.73% 


69.21% 


22.02% 
21.22% 
31.21% 


14.58% 
19.09% 
22.30% 
21.91% 
22.12% 


8.67% 
12.58% 
3.62% 
9.92% 
30.91% 
46.31% 


3.66% 
69.50% 
30.85% 


Picture 


16.97% 
83.03% 


43.62% 


15.80% 
24 84% 
39.23% 


9.33% 
15.01% 
23.19% 
31.94% 
24.93% 


9.06% 
6.47% 
21.32% 
30.59% 
64.01% 
22.02% 


1.32% 
86.37% 
12.30% 


Source: Roy Morgan Single Source Australia: April 2003—March 2004. 


Objective measures of social class fall into two basic categories: single-variable indexes and composite- 


variable indexes. 


Single-variable indexes 
A single-variable index uses just one socioeconomic variable to evaluate social class membership. Some of the 


variables that are used for this purpose are discussed below. 


Uccupation Occupation is a widely accepted and probably the best documented measure of social class because 
it reflects occupational status. The importance of occupation as a social class indicator is seen by the frequency 
with which people ask others they meet for the first time, “What do you do for a living?’ The response to this 
question serves as a guide in ‘sizing up’ (i.e. evaluating and forming opinions of) others.'* 

Marketers frequently think in terms of specific occupations when defining a target market for their products 
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(such as doctors and lawyers for stationery products) or broader occupational categories (targeting cars and 
holiday destinations to business executives and professionals). The likelihood that particular occupations will 
be receptive to certain products or services often provides the basis for a screener requirement for participa- 
tion in focus groups or survey research, and for marketers to select occupational databases to target with direct 
marketing campaigns (e.g. a list of male lawyers practising in Melbourne; business executives for Qantas Club 
Business Lounges or American Express Gold Card). 

Table 10.3 presents estimates of the relative prestige that people assign to many basic occupational titles.'° 
Rankings were made on a 7-point scale where one was ‘highest social status’, four was ‘middle social standing’ 
and seven was ‘lowest social standing’. The occupations listed towards the top of Table 10.3 tend to earn the 
greatest incomes and require the most formal education. As we move down the list of occupational rankings, 
the amount of income and required formal education tends to decrease. This suggests that there is a close 


association between occupational status, income and education. 


Education The level of a person's formal education is another commonly accepted approximation of social class 
standing. Generally speaking, the more education people have, the more likely it is that they are well paid 
(i.e. have a higher income) and hold an admired or respected position (i.e. occupational status). When target- 
ing specific products or services, marketers frequently speak in terms of occupational groups (‘Accountants 
and lawyers are really good customers for our electronic organiser’) or broader occupational categories (‘We 
target our imported leather luggage to executives and professionals’). Data from the Australian Bureau of Statis- 
tics and from companies such as Roy Morgan Research supports the close relationship between educational 


attainment and amount of household income, as indicated in Table 10.4. 


Income Individual or family income is another socioeconomic variable frequently used to approximate social 
class standing.'® Researchers who favour income as a measure of social class use either the amount or source 
of income. Detailed information collected by the Australian Bureau of Statistics confirms that expenditure 
patterns vary considerably with household income. Table 10.5 shows the percentage of household income 
devoted to key areas by each of the five income quintiles.'’ Recent evidence suggests that income works best 
in accounting for leisure consumption when measured in terms of engaging in (either doing or not doing) a 
particular leisure activity (such as golf or snow skiing).'® 

Although income is a popular estimate of social class, not all consumer researchers agree that it is an appro- 
priate index of social class. Some argue that a blue-collar plumber and a white-collar high school principal may 
both earn $50 000 a year, yet because of (or as a reflection of) social class differences, each will spend that 
income in a different way. How they decide to spend their income reflects different values, attitudes and 
lifestyles. Within this context, it is the difference in values that is an important discriminant of social class 
between people, not the amount of income they earn. Australian researchers Paul Henry and Margaret Craig- 
Lees have shown that ‘professionals’ value change, achievement and rationality. In contrast, the working class 
was more likely to favour stability and to take a more pessimistic view of life when change was involved.!9 

Supporting this viewpoint is American research into the marketplace behaviour of ‘underprivileged’ upper- 
class and ‘overprivileged’ middle-class families with the same basic annual income. Specifically, overprivileged 
middle-class consumers can be differentiated from underprivileged upper-class consumers by their likely owner- 
ship of such products as campervans, motorboats, four-wheel-drive vehicles and backyard swimming pools. In 
contrast, underprivileged upper-class consumers with the same income spend relatively greater amounts on 
private club memberships, special educational experiences for their children, and cultural objects and events.” 

Although contemporary Australian society had its origins just over 200 years ago, it has been common to 


talk about ‘old’ versus ‘new’ money, or of groups such as the ‘Adelaide Establishment’. We should be careful 
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TABLE 10.3 


Occupation 

Judge 

Cabinet minister 
Medical specialist 
Barrister 

Church leader 
Professor 

Military General 
Managing director 
General, army 
International pilot 
Department head (govt) 
Architect 

Dentist 

Mayor 

Solicitor, male 
Parliamentarian 
Engineer, professional 
Research scientist 
Solicitor, female 
Veterinary surgeon 
University lecturer 
Bank manager 
Government medical officer 
School principal 
Chartered accountant 
Economist 

Colonel 

Owner large business 
Psychologist 
Government legal officer 
Geologist 

Orchestra conductor 
Director, nursing 
Newspaper editor 
Accountant 

Minister religion, own parish 
Producer, IV program 
Lecturer, tech college 
Surveyor 

Large farm owner 
second division officer 
Physiotherapist 
Grazier 

Stockbroker 

Works manager 
Superior, religious 
Master builder 
Journalist 

Computer programmer 
Senior clerk 
Policewoman 

Disc jockey 

Airline steward 
Fireman 


Rating 
1.2 
1.5 
15 
1.7 
1./ 
1.8 
1.8 
1.8 
1.9 
2.0 
a2 
2.2 
23 
2.3 
22 
2.4 
2.4 
2.4 
Za 
2.9 
2a) 
2.5 
2.6 
2.6 
2.6 
2.6 
a | 
2.] 
| 
2.] 
2.] 
2.8 
2.8 
2.8 
2.9 
2.9 
3.0 
3.1 
3.1 
3.1 
3.2 
3.2 
3.2 
3.2 
3.3 
a3 
3.3 
3.4 
3.4 
44 
44 
44 
44 
44 


Occupation 

Draftsman 

systems analyst 
Social worker 
Chiropractor 

Health inspector 
Playwright 

Speech therapist 
Dietitian 

Secondary school teacher 
Media news reader 
Kindergarten directress 
Electrician, business 
Restaurateur 

TV actor 

Private secretary 
Personnel officer 
Professional fisherman 
Librarian 

Registered nurse, female 
Assistant minister religion 
Primary school teacher 
Bank officer 

Owner small business 
Professional model 
Research officer 
Laboratory technician 
Air hostess 

Chef 

Publican 

Registered nurse, male 
Ambulanceman 
Professional footballer 
Acupuncturist 

Farm manager 
Professional golfer 
Small landowner 
Advertising agent 
Foreman 

Trade union secretary 
Real estate agent 
Policeman 
Photographer 
Carpenter 

Contract cleaner 

TV technician 

Jockey 

Trainer, racehorses 
Electrician, wages 
Stenographer 
Insurance agent 

Bank teller 

Beauty consultant 
Housewife 

Sergeant, army, male 


Source: Craig McGregor, Class in Australia, Penguin, 1997. 


Occupational ratings by workforce sectors in Australia 


Rating 
3.4 
3.4 
3.5 
30 
30 
a2 
3.5 
3.5 
30 
3.6 
3,6 
3.6 
3.6 
3.6 
aul 
3./ 
3.7 
3.8 
3.8 
3.8 
3.8 
3.9 
3.9 
3.9 
40 
4.0 
40 
40 
4.0 
40 
4.0 
A] 
Al 
4.1 
A? 
4.2 
42 
4.2 
4.2 
4.2 
42 
43 
43 
43 
44 
45 
45 
45 
45 
46 
46 
46 
46 
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Occupation 

Bar manager 

Motor mechanic 
Hairdresser 
Sergeant, army, female 
Undertaker 

Fitter and turner 
Telephone technician 
Toolmaker 

Printer 

Sales representative 
Potter 

Typist 

Bookie 

Punchcard operator 
Butcher, wages 
Bricklayer 
Telephonist 

Milkman 

Plasterer 
Nightwatchman 

Car salesman 
Postman 

Taxi driver 

Nurse aide 

Sailor 

Professional punter 
Clerk, junior 
Shearer 

Bus driver 
Housekeeper 

Waiter 

Waitress 

Sales assistant 
Barman 

Truck driver 
Storeman 

Jackaroo 

Machinist 

Barmaid 

Domestic worker 
Debt collector 

Car assembly worker 
Farm labourer 
Service station attendant 
Process worker 
Builder’s labourer 
Ticket collector 
Whartie 

Seasonal labourer 
Cleaner 

Massage parlour operator 
Garbage collector 
Road sweeper 
Prostitute 


Rating 
4.7] 
47 
48 
48 
4.8 
48 
48 
4.8 
49 
4.9 
5.0 
5.0 
5.0 
5.1 
D2 
OZ 
OZ 
SZ 
5.3 
5.4 
5.4 
5.9 
a 
Sd 
9.6 
9.6 
9.6 
5.6 
5.6 
5.6 
5.6 
5./ 
9./ 
5.8 
5.8 
5.9 
5.9 
6.0 
6.0 
6.0 
6.2 
6.2 
6.3 
6.3 
6.4 
6.4 
6.4 
6.5 
6.6 
6.6 
6.6 
6.7 
6.7 
6.9 


TABLE 10.4 


Education attainment and income 


Personal income 


Education level < $29 999 $30 000-$49 999 $50 000—-$69 999 $70 000 and over 
Finished primary school 3.96% 0./9% 0.21% 0.39% 
Intermediate/Form 4/Year 10 16.40% 12.64% 7.50% 6.11% 
Finished/now doing matric/HSC/Year 12 9 A8% 10.07% 6.23% 4.80% 
Finished tech or commercial college 8.69% 12.69% 11.42% 1.90% 
Tertiary diploma, not uni 6.87% 11.00% 12.23% 10.25% 
University degree 972% 23.22% 41.45% 93.99% 
Source: Roy Morgan Single Source Australia: April 2003—March 2004. 
TABLE 10.5 | Percentage of household income on various expenditure items 
ltem Lowest Second Third Fourth Highest 
quintile quintile quintile quintile quintile 
Total housing costs 15.6% 15.3% 14.7% 14.4% 12.8% 
“ood 19.8% 20.3% 18.9% 18.1% 17.2% 
Clothing and footwear 4.5% 4.4% 9.37% 9.8% 6.9% 
Medical and health 4.9% 4.3% 4.2% 4.5% 4.6% 
Transport 13.3% 15.3% 15.6% 16.3% 15.8% 
Recreation 12.6% 11.8% 12.6% 12.5% 14.7% 
Average weekly expenditure $303 $426 $573 $714 $994 


Source: Household Expenditure Survey Australia: Detailed Expenditure Items, Australian Bureau of Statistics, 1999, Catalogue No. 6535.0. 


about this—people cannot live a lifestyle beyond their means for any length of time, no matter what their 
values. A relevant concept here is contestable income, that is, the amount of income that is left over after the 
necessities of life (e.g. rent, rates, food, clothing, power bills, transport to work, repayments) have been bought. 

Further indicating the importance of consumers’ personal values, rather than amount of income, is the 
observation that affluence may be more a function of attitude or behaviour than income level.’! These attitu- 
dinally affluent consumers represent a broad segment who do not have the income needed to be considered 
alfluent in today’s society, yet they desire to have the best. They buy less but buy better quality, assigning prior- 


ities and gradually working their way towards having everything they want. 


Uther variables Quality of neighbourhood and dollar-value of residence are rarely used as sole measures of social 
class. However, they are frequently used to support or verify social class membership assigned on the basis of 
occupational status or income. Some suburbs in Australian cities, such as Killara, Toorak, Vaucluse and 
Hamilton, are considered prestigious even though some of the housing is quite modest. More systematically, 
companies such as Pacific Micromarketing use geodemographic segmentation to measure geographical areas. 


Examples for Sydney and Melbourne are shown in Figures 10.4 and 10.5. 
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Finally, possessions have been used by sociologists as an index of social class. The best known and most 
elaborate rating scheme for evaluating possessions is Chapin’s Social Status Scale, which focuses on the 
presence of certain items of furniture and accessories in the lounge room (type of floor or floor covering, 
curtains, fireplace, library table, telephone, bookcases) and the condition of the room (cleanliness, organisa- 
tion, general atmosphere).** Conclusions are drawn about a family’s social class on the basis of such obser- 
vations. To illustrate how home decorations reflect social class standing, it has been identified that lower-class 
families are likely to place their television sets in the lounge room, while middle- and upper-class families 
usually place their television sets in the bedroom or family room.** The marketing implications of such insights 
suggest that advertisements for television sets targeted at lower-class consumers should show the set in the 
lounge room, while advertisements directed to middle- or upper-class consumers should show the sets in a 


bedroom or family room. 


Lomposite-variable indexes 

Composite-variable indexes, such as the A-G classification used by Roy Morgan Research and others, system- 
atically combine a number of socioeconomic factors to form one overall measure of social class standing.** Such 
indexes are of interest to consumer researchers because they reflect the complexity of social class better than 
single-variable indexes. 

For instance, research exploring consumers’ perceptions of mail and phone shopping reveals that the higher 
the socioeconomic status (in terms of a composite of income, occupational status and education), the more 
positive are the consumers’ rating of mail and phone order buying, relative to in-store shopping.*> The research 
also found that downscale consumers (a composite of lower scores on three variables) were less positive 
towards magazine and catalogue shopping and more positive towards in-store shopping than more upscale 
socioeconomic groupings.*° With such information, retailers like Kmart and Big-W that largely target merch- 
andise to working-class (more downscale) consumers would have a real challenge using direct marketing 
catalogues and telephone selling approaches. In contrast, retailers concentrating on upscale consumers, such 
as David Jones and Myer, would be more successful in developing catalogue programs targeting specific 
segments of affluent consumers. Three of the more important composite indexes are the Index of Status 


Characteristics, the Socioeconomic Status Score and Coleman’s Status Index. 


Index of Status Characteristics A classic composite measure of social class is Warner’s Index of Status Charac- 
teristics (ISC).*’ The ISC is a weighted measure of: occupation (40% of weighting); source of income (not 


amount of income—30%); house type (20%); and dwelling area (quality of neighbourhood—10%). 


Socioeconomic Status Score This score, developed by the United States Bureau of the Census, is sometimes 
referred to as SES. It combines three basic socioeconomic variables: occupation, family income and educa- 


tional attainment. 


Colemans Status Index Coleman’s computerised status index (CSI) is a composite measure of status that has 
been used quite often by consumer researchers. The index has a number of variations, including scaling for 
employed women, and another where occupation is weighted double in determining the total score for status. 


Box 10.1 shows an example of the CSI. 


Australian social class measures 

There have been several approaches to social class among Australian sociologists and market researchers. The 
most thorough objective description of class has come from an Australian study’® that was part of an inter- 
national project. The classification is based on three classes of asset ownership—ownership of enterprises, 


ownership of organisational resources (managerial level) and skills ownership (level of professionalism). The 
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BQ0X 10.1 Example of Coleman’s Status Index 


Interviewer circles code numbers which in his/her judgment best fit the respondent and family. Interviewer asks for detail on — 
occupation, then makes rating. Interviewer often asks the respondent in own words to describe neighbourhood. Interviewer asks 
respondent to specity income—a card is given to the respondent showing the eight brackets—and records the R’s response. 
If interviewer feels this is over- or understatement, a better-judgment estimate should be given, along with explanation. 


Education Respondent Respondent's spouse 
e Grammar school —| —| 
¢ Some high school —2 —2 
e Graduated high school —3 —3 
e Some post-high school —4 —4 
e Two, three years of college —9 —5 
e Graduated four-year college — —6 
e Master's degree or professional degree —/ —/ 
e PhD or six/seven year professional degree —§ —§ 


Occupation prestige level of household head 

Interviewers judgment of how household head rates in occupational status. Respondent’s description—ask for previous 
job if retired or, if widow, ask for husband’s job: 

¢ Chronically unemployed; day labourer, unskilled; on social security 


benetit. = 0 
e Steadily employed but in marginal semi-skilled jobs: custodians, 

minimum-pay factory worker, service worker, etc. - l 
¢ Average-skill assembly-line workers, bus/truck drivers, police and 

firefighters, deliverymen, carpenters, bricklayers. — 2 
¢ Skilled craftsman (e.g. electrician), small contractors, factory foremen, 

low-pay sales clerks, office worker, postal employees. - 3 
¢ Owners of small firms (2-4 employees), technicians, salespeople, 

office workers, civil servant with average salary. — 4 
e Middle management, teachers, social workers, lesser professionals. - 5 


e Lesser corporate officials, owners of middle-sized businesses 
(10-20 employees), moderate-success professionals (dentists, 


engineers, etc.). — 6 
¢ lop corporate executives, successful in corporate world (leading 
doctors, lawyers, rich business owners). — / 


Area of residence 
Interviewer's impressions of the immediate neighbourhood in terms of its reputation in the eyes of the community. 
slum area: people on social security benefits, common labourers. — 
Strictly working class: not slummy but some very poor housing. — 
Predominantly blue-collar with some office workers. ~ 
Predominantly white-collar with some well paid blue-collar workers. ~ 
Better white-collar area; not many executives, but hardly any 

blue-collar either. ~ 
Excellent area: professional and well paid managers. _ 
Wealthy or society-type neighbourhood. ~ 


@ eo e¢ 6e¢ e @ 
4—= GO BRO Fo 


Total family income per year Respondent espondent’s spouse _ 
~ Under $5000 ~ 
— $5000 to $9 999 — 
$10 000 to $14 999 — 
~ $15 000 to $19 999 ~ 
~ $20 000 to $24 999 ~ 
$25 000 to $34 999 — 
$35 000 to $49 999 - 
$50 000 and over - 
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Total score 
Estimated status 
Married = ~——-—sC*Diivorced/Separated =s————é<CWidowed = ——CSinglle =S SSC) 


Source: Adapted from Richard P Coleman, ‘The continuing significance of social class to marketing’, Journal of Consumer Research, 10, December 1983, 
pp. 265-280. ' 


classification can trace its origins back to Marxist theory. The various assets can be combined into a large 
number of possible combination’, but the authors have reduced these to seven (Table 10.6 shows the details). 
Their study then used survey data to estimate the incidence of these in Australian society. Since the study was 
conducted, the recession of the early 1990s and the reorganisation of many businesses has seen a marked 
reduction in the number of middle managers. In addition, unemployment has drastically lifted the number of 
the proletariat and the number of small business people (the petty bourgeoisie). 

The Baxter study also highlighted the relationship between class and other key social segmentation methods, 
including occupation, gender and age. The Australian Standard Classification of Occupations (ASCO) was 
developed by the Australian Bureau of Statistics.*° Table 10.7 shows occupation classified by these class cate- 
gories. Clearly, there is a relationship, with labourers, operators, sales and clerical workers more likely to be 
classified as members of the proletariat. 

Table 10.8 shows class analysed by gender and age. Males were more often represented among the manage- 
rial and ownership classes, women more among the proletariat. Older people were less likely to belong to the 
proletariat. Presumably this reflects increases in ownership, skills and organisational assets over time. Given 
its origins in theoretical sociology, it is hardly surprising that marketers have not used this classification directly. 
However, categories such as small business are recognised as key groups by marketers, while publications 
directed at professional and executive groups are common. 

With an improved understanding of society and its social bases, derived through social class measures, 


marketers are in a position to examine differences in lifestyle profiles of social classes. 


TABLE 10.6 | Australian social class classification 


Class Percentage 


Employers (owners of enterprises with two or more employees) 4.2 
Petty bourgeoisie (owners with one or zero employees) 9.2 


Managers 26.1 
Supervisors (of one or more employees) 9.0 
Expert non-managers 1.9 
Skilled workers (semi-credentialled) 98 
Proletariat (those with no ownership, organisational or skills assets) 39.8 


Source: J. Baxter et al., The Australian and New Zealand Journal of Sociology, 25(1), 1989, pp. 100-120. 
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TABLE 10.7 | Class by ASCO occupation group 


Occupation 
Class Manager- _ Professional Para- Trades Clerks Sales/ Operators Labourers 

administrator professional Personal 

Services 
% % % % % % % % 
Employer 17.2 25 1.9 32 4.0 0.9 ll 1.9 
Petty bourgeoisie 19.8 6.5 3.9 20.8 2.1 4 10.8 4] 
Managers 52.6 43.2 34./ 17.5 24.1 21.8 14.7 74 
Supervisors 6.8 8.2 16.7 97 10.3 9.6 8.0 5.2 
Expert non-managers 1.8 12.3 3.4 0.0 0.0 0.0 0.0 0.0 
Skilled workers 1.8 713 39.3 133 0.5 0.0 0.0 0.0 
Proletariat 0.0 0.0 0.0 25.4 58.9 62.4 65.4 80.7 


Source: J. Baxter et al., The Australian and New Zealand Journal of Sociology, 25(1), 1989, pp. 100-120. 


TABLE 10.8 | Class by gender and age group 


Gender Age group 
Class Males Females 18-30 years 31-45 years 45+ years 
%o %o % %o %o 

cession sinamirpieleeiecsesaichesesipmsidlmiesmninieeinmtahcmichsapnaiemmectdbcteabmeanie cnet pe a td 
Employer 4] a 2.9 a7 9.0 
Petty bourgeoisie 11.3 6.4 4./ 10.5 13.8 
Managers 29:9 21.8 ee 28.3 26.4 
Supervisors 8.0 10.2 : Id 9.3 10.5 
Expert non-managers 1.8 2.5 ee 2.4 1.0 
Skilled workers 10.9 8.5 Vas 8.8 6.9 
Proletariat SRS) 47.5 47.4 30:9 lomo) 


Source: J. Baxter et al., The Australian and New Zealand Journal of Sociology, 25(1), 1989, pp. 100-120. 


» Lifestyle profiles of the social classes 


Consumer research has found evidence that within each of the social classes there is a constellation of specific 
lifestyle factors (shared beliefs, attitudes, activities and behaviours) that tend to distinguish the members of 
each class from the members of all other social classes.°° To capture the lifestyle composition of the various 
social class groupings, Table 10.9 presents a consolidated portrait, pieced together from various sources, of the 
members of the following six social classes: upper-upper class; lower-upper class; upper-middle class; lower- 
middle class; upper-lower class; lower-lower class. Each profile is only a generalised picture of the class. People 
in any class may possess values, attitudes and behavioural patterns that are a hybrid of two or more classes. 
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TABLE 10.9 | Social class profiles 


The upper-upper class—country club establishment 

e Small number of well-established families 

¢ Belong to best country clubs and sponsor major charity events 

¢ Serve as trustees for local colleges and hospitals 

e Prominent physicians and lawyers 

¢ May be heads of major financial institutions, owners of major long-established firms 
¢ Accustomed to wealth, so do not spend money conspicuously 


The lower-upper class—new wealth 

¢ Not quite accepted by the upper crust of society 
e Represent new money’ 

e Successful business executives 

e Conspicuous users of their new wealth 


The upper-middle class—achieving professionals 

e Have neither family status nor unusual wealth 

e Career-oriented 

e Young successful professionals, corporate managers and business owners 
e Most are college graduates, many with advanced degrees 

e Active in professional, community and social activities 

e Have a keen interest in obtaining the ‘better things in life’ 

e Their homes serve as symbols of their achievements 

e Consumption Is often conspicuous 

e Very child-oriented 


The lower-middle class—faithful followers 

e Primary non-managerial white-collar workers and highly paid blue-collar workers 

e Want to achieve respectability’ and be accepted as good citizens 

e Want their children to be well-behaved 

e Tend to be churchgoers and are often involved in church-sponsored activities 

¢ Prefer a neat and clean appearance and tend to avoid faddish or highly styled clothing 
e Constitute a major market for do-it-yourself products 


The upper-lower class—security-minded majority 

e The largest social class segment 

e Solidly blue collar 

e Strive for security (Sometimes gained from union membership) 

e View work as a means to ‘buy’ enjoyment 

e Want children to behave properly 

e High wage earners In this group may spend impulsively 

e Interested in items that enhance their leisure time (e.g. TV sets, hunting equipment) 
e Husbands typically have a strong ‘macho’ self-image 

e Males are sports fans, heavy smokers, beer drinkers 


The lower-lower class—rock bottom 
e Poorly educated, unskilled labourers 
e Often out of work 

e Children are often poorly treated 

e Tend to live a day-to-day existence 
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The most consistent Australian attempt to use such a classification comes from the values segments devel- 
oped by Roy Morgan Research, in conjunction with Colin Benjamin of The Horizons Network. Using the 
family life cycle (see Chapter 9), income and questions on values (such as the importance of family life), a 


10-category classification was devised. The 10 groups are called: 


Basic needs 

Fairer deal 

Traditional family life 
Conventional family life 
Look at me 

Something better 

Real conservatism 
Young optimism 


Visible achievement 


Socially aware 


A full description of each values category is given in Chapter 11. 


»> China in pursuit of a middle-class lifestyle 


In recent years, established marketers from all over the world have singled out China as a highly desirable 


growth market for their brands. These marketers have been anxious to satisfy China’s rapidly expanding urban 
middle class’s appetite for consumer goods. Specifically, the wealthiest 20% of urban Chinese households 
(about 80 million people) constitutes a highly attractive market. These relatively affluent urban Chinese 
consumers are primarily composed of the two following segments: (1) ‘little rich-—those 15% with annual 
household income of about $3200, and (2) ‘yuppies’—those 5% with annual household income of about 
$9500.°! Although household incomes between $3200 and $9500, on first glance, do not seem like much, 
this conclusion can be a real error. With small families and housing and other costs subsidised by the govern- 
ment, an urban Chinese family is able to have a relatively good lifestyle on a relatively small income. The 
‘secret’ is that a fairly large amount of a family’s income is discretionary income (i.e. income that can be spent 
ona wide range of non-necessities). Table 10.10 reveals more about the lifestyles of these two urban Chinese 
middle-class consumer groups, and Table 10.11 presents a comparison of their consumption patterns for 
selected products. Interestingly, the two middle-class segments tend to differ more in terms of their consump- 


tion patterns than in terms of their attitudes, lifestyles and media behaviour. 


» Social class mobility 


Social class membership in Australia is not as concrete as it is in some other countries and cultures. Although 


individuals can move either up or down in social class standing from the class position held by their parents, 
Australians think primarily in terms of upward mobility because of the availability of widely affordable educa- 
tion and opportunities for self-development and self-advancement. Australia has many examples of people, such 
as A.C. Packer (grandfather of Kerry), Kerry Stokes and Gerry Harvey, who achieved wealth and status despite 
humble origins. Today, many young men and women with ambition to get ahead dream of going to univer- 
sity and eventually starting their own successful businesses. 

Because upward mobility has always been attainable in our society, the higher social classes often become 


reference groups for ambitious men and women of lower social status. The junior manager tries to dress like 
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TABLE 10.10 | Two urban socioeconomic 
segments in China: Psychographic, 
lifestyle activities and media 


behaviour 


Segments/dimensions Little rich Yuppies 


Consumer attitudes 


Work hard and get rich 43% 32% 
satisfaction with life 13% 80% 
Live one’s own life 31% 43% 
Live a pure and honest life 10% 97% 
Willing to pay for brands 43% 68% 
Prefer foreign goods 28% 48% 
Lifestyle activities 

Reading 8% 80% 
Going to movies 48% 91% 
Going to parks 45% 60% 
Domestic travel 93% 68% 
Karaoke bar 48% 90% 


Media use (minutes) 
Television time 143 146 
Radio time 41 42 
Newspaper time 92 60 
Magazine time 6/ 6] 


Note: Based on media used the previous day and the amount of time 
each medium was used. 


Source: Geng Cui and Qiming Liu, ‘Executive insights: Emerging market 
segments in a transitional economy: A study of urban consumers in 
china,’ Journal of International Marketing, 9, no. 1, 2001, p. 91. 
Reprinted with permission from the American Marketing Association. 


TABLE 10.11 | Two urban socioeconomic 
segments in China: Selective 


consumption patterns 


Segments/products Little rich  Yuppies 


Color TV 94% 100% 
Microwave oven 12% 22% 
Air conditioner 19% 41% 
Compact disc player 32% 99% 
Mobile telephone 12% 33% 
Computer 9% 14% 
Private car 9% 12% 
Tea 92% 92% 
Ice cream 34% 31% 
Soft drinks 471% 60% 
Beer 90% 12% 
Credit card 11% 40% 
Life insurance 42% 41% 


Note: Based on media used the previous day and the amount of time 
each medium was used. 


Source: Geng Cui and Qiming Liu, ‘Executive insights: Emerging market 
segments in a transitional economy: A study of urban consumers in 
china,’ Journal of International Marketing, 9, no. 1, 2001, p. 94. 
Reprinted with permission from the American Marketing Association. 


his boss; the middle manager aspires to belong to the CEOs’ golf club; the graduate of a suburban high school 


wants to send his son to a grammar school. Recognising that individuals often aspire to membership in higher 


social classes, marketers frequently incorporate the symbols of higher-class membership, both as products 


and props, in advertisements targeted to lower social class audiences. Ads often display marketers’ products 


within an upper-class setting—tor example, a board game is displayed on a table in front of a fireplace with a 


beautiful mantel; a domestic wine is shown being consumed by fashionably (European) dressed models; a new 


model car is seen parked outside a famous exclusive restaurant. 


Sometimes a more direct appeal to consumers’ sense of owning products that are normally restricted to 


members of other social classes can be an effective message. For example, if a direct marketer of consumer 


electronics were to promote a top-of-the-line notebook computer (such as a high-end model of an IBM 


ThinkPad), usually purchased by senior business executives, with ‘Now it’s your turn to have what Fortune 500 


executives have enjoyed’ (it’s been marked down about 50% of original price), this would be a marketing 
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message that encourages ‘ordinary consumers’ to own a ‘dream machine’. Ads often depict an affluent-looking 
suburban family, thus creating a comfortable, middle-class image for their products. Another characteristic of 
social class mobility is the way that products and services traditionally within the realm of one social class 
may filter down to lower social classes. For example, cosmetic surgery was once affordable only by movie stars 
and other wealthy consumers. Today, consumers of all economic strata undergo cosmetic surgery.*” 


SIGNS OF DOWNWARD MOBILITY 


Although Australia is frequently associated with upward mobility, because it has been the rule for much of its 
history, there are now signs of downward mobility. Social commentators have suggested that some young 
adults (such as members of the X-generation, described in Chapter 12) are not only likely to find it difficult 
to ‘do better’ than their parents (better jobs, own homes, more disposable income, more savings) but may not 
even do as well as their parents. As long as community wealth increased, as it did for much of the post-World 
War I] period, it was simple to think that all classes were upwardly mobile. Now, after a period of increasingly 
frequent recessions, social disparity is gradually growing. In the last 15 years, executive salaries have grown 
at twice the rate of award wages. Some Australian CEOs were in 1995 reportedly earning more than $1.5 million 
in annual salary, and in 2004 some are earning between $1.145 million and $4.15 million.** In effect, this 
means that a smaller, elite group is growing in wealth and status, but that it is harder for large numbers of people 
to aspire to the top ranks. 


» Geodemographic clustering 


In recent years, traditional social class measures have been enhanced by the linkage of geographic and socio- 


economic consumer data to create more powerful geodemographic clusters. The underlying rationale for 
geodemographic clustering is that ‘birds of a feather flock together’. 

There are several competing clustering services in Australia, such as Pacific Micromarketing, Apasco and 
Spatial Decision Systems. Comparable services exist elsewhere, especially in the United States, where PRIZM, ,. 
is one of the most popular (demographic and lifestyle) clustering services. PRIZM,,. assigns all the US house- 
holds (postcode + 4 areas), census tract, block group, postcode, media market, county, state and nation provid- 
ing the ability to shift between traditional demographic segmentation and household level segmentation. All 
households are assigned to one of 66 PRIZM clusters, which can be further collapsed into 14 groups based 
on urbancity and affluence. Box 10.2 shows an example of PRIZM,,. social groups. Marketers in the United 
States can superimpose these geodemographic clusters onto a host of product and service usage data, media- 
exposure data and lifestyles data (such as VALS) to create a refined picture of their target markets. Segments 
are placed in one of the four urbancity categories, which are determined by the population density of an area 
and its neighbouring areas. A density score of between 1 (low) and 99 (high) is then assigned to each of the 
areas. Once this occurs all segments are sorted into groupings based on affluence. To illustrate the usefulness 
of such information, Box 10.3 presents the profiles of the S3 Middleburbs group. The five segments that 
comprise Middleburbs share a middle-class, suburban perspective, but there the similarity ends. Two groups 
are filled with very young residents, two are filled with seniors and one is middle-aged. In addition, $3 includes 
a mix of both homeowners and renters as well as high school graduates and college alums. With good jobs 
and money in their jeans, the members of Middleburbs tend to have plenty of discretionary income to visit 
nightclubs and casual-dining restaurants, shop at midscale department stores, buy dance and easy listening 
CDs by the dozen and travel across the US and Canada. 

Pacific Micromarketing, Apasco and Spatial each identify a host of socioeconomic and demographic factors 


(education, income, occupation, family life cycle, ethnicity, housing, urbanisation) drawn from Australian 
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Urbancity category , 
¢ Urban areas (U) have population density scores between 85 and 99. They include both the downtowns of major cities and 
surrounding neighbourhoods. These areas often extend beyond the city limits and into surrounding jurisdictions. 
¢ Second cities (C) are less densely populated than urban areas, with population density scores between 40 and 85. They 
are Surrounded by areas of moderate or low population density, so that population density usually decreases on all sides 
/ of a second city. They can be independent cities or satellite cities in major metro areas. 
¢ Suburbs (S) have population density scores between 40 and 90, and are clearly dependent on urban areas or second cities. 
Population density rises as you approach the city, and decreases as you move away from it. 
¢ Town and rural areas (T) have population density scores under 40. This category includes exurbs, towns, farming commu- 
nities, and a wide range of other rural areas. 


Source: © 2003, Claritas, Inc. PRIZM,,. and Claritas are registered trademarks of Claritas, Inc. The 66 PRIZM cluster nicknames. Used with permission. 


21 Gray Power 
The steady rise of older, healthier Americans over the past decade has produced one important by-product: middle-class, 
home-owning suburbanites who are ageing in place rather than moving to retirement communities. Gray Power reflects this 
trend, a segment of older, midscale singles and couples who live in quiet comfort. 


22 Young Influentials 
Once known as the home of the nation’s yuppies, Young Influentials reflects the fading glow of acquisitive yuppiedom. Today, 
the segment is a common address for young, middle-class singles and couples who are more preoccupied with balancing 
work and leisure pursuits. Having recently left college dorms, they now live in apartment complexes surrounded by ball fields, 
health clubs and casual-dining restaurants. 


30 Suburban Sprawl | 
Suburban Sprawl is an unusual American lifestyle: a collection of midscale, middle-aged singles and couples living in the 
heart of suburbia. Typically members of the Baby Boom generation, they hold decent jobs, own older homes and condos, and 
pursue conservative versions of the American Dream. Among their favourite activities are jogging on treadmills, playing trivia 
games and renting videos. / 


| 36 Blue-Chip Blues 
Blue-Chip Blues in known as a comfortable lifestyle for young, sprawling families with well-paying blue-collar jobs. Ethni- 
cally diverse—with a significant presence of Hispanics and Atrican-American— the segment’s ageing neighbourhoods feature 
compact, modestly priced homes surrounded by commercial centres that cater to child-filled households. 


39 Domestic Duos 
Domestic Duos represents a middle-class mix of mainly over-935 singles and married couples living in older suburban homes. 
With their high-school educations and fixed incomes, segment residents maintain an easy-going lifestyle. Residents like to 
_ socialise by going bowling, seeing a play, meeting at the local fraternal order or going out to eat. 


Source: © 2003, Claritas, Inc. PRIZM,- and Claritas are registered trademarks of Claritas, Inc. The 66 PRIZM cluster nicknames. Used with permission. 
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Bureau of Statistics data and electoral rolls. This material is combined with survey and panel data on actual 
consumer behaviour (e.g. product purchase and usage, mail order buying, media exposure habits) to locate 
concentrations of consumers with similar characteristics. 

Pacific Micromarketing, for example, assigns every Australian household to one of nine groups (A to I) and 
41 types (1 to 41), based on available census data, car vehicle registrations, housing commencements, income 


tax statistics and unemployment statistics. Box 10.4 shows a description of the groups and types. 


80X 10.4 Pacific Micromarketing: MOSAIC Classification 


Group A White Collar Affluents (7.2%) 

e Mature families found in affluent and leaty suburbs 
e Enjoy playing tennis, golf, swimming 

e Professional occupations 

e Read newspapers and business magazines 

e High users of mobile phones and the Internet 


Group B Pioneering Young Families (18.5%) 

e (Qften have two or more young children with both parents working 

e High home mortgage repayments 

e Busy lifestyles with shopping usually completed after hours 

e Value for money Is generally more of a consideration than fashion in decision-making process 


Group C Emerging Ethnic Enclaves (12.0%) 

e High proportion of individuals from non-English-speaking backgrounds 

e Wide range of incomes and unemployment rates reflect contrasting experiences since migration 
e Tend to be extremely brand loyal 


Group D Independent Young Achievers (8.9%) 

e A mix of students and stylish young professionals living in Inner Suburban apartments earning mid to high incomes 
e Success is important to this educated group 

e Cultured, appreciate art and fine food 


Group E Suburban Singles and Sharers (13.1%) 

e Represents low to middle income households found in the mid to outer suburbs 

e Fashionable, culturally aware individuals who regularly attend art galleries and appreciate the finer things in life, albeit on 
a challenging budget 

e Suburban Singles and Sharers, some of whom are elderly, use public transport to commute although they often have cars 


Group F Retired Simplicity (17.2%) 
_ © Can be found in coastal and country towns where a seasonal influx of tourists can be expected 
e Elderly couples play golf and lawn bowls—doubling as exercise and an opportunity to meet with friends 
_ © They are proud of their country and prefer to buy Australian wherever possible 


_ Group G Disadvantaged and Dependent (4.3%) 

© A mix of young and old living alone 
° Can often be found in neighbourhoods that offer cheap services and accommodation 
° Typically have a low disposable income and are struggling financially 
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_ Group H Self-sufficient Provincials (13.3%) 
© Can be found in low-cost housing in outer areas 
ee Predominantly older families live in these areas, although there has been a recent influx of young families making the most | 
of low-cost housing | 
¢ Generally not fashion-conscious, instead spending their money on practical items 


Group | Aussie Farmers (5.5%) 
e Can be found in country farming areas and service towns 
_ © School-aged children with middle-aged parents and grandparents 
© Prefer Aussie tucker to multicultural food—not renowned for their adventurous cooking 


Source: Courtesy of Pacific Micromarketing. 


The groups are based on a statistical technique that groups small areas on the basis of similar profiles. It 
is sometimes surprising to see which geodemographic features go together, but the classifications reflect the 
diversity actually found in the different areas of Australia. Figure 10.4 illustrates how these groups are distrib- 
uted around Sydney (the 32 categories are further grouped into seven). Figure 10.5 shows a comparable map 
for Melbourne grouped into seven main types. 


» The affluent consumer 


Affluent households constitute an especially attractive target segment because their members have incomes that 


provide them with a disproportionately larger share of all discretionary income—allowing the purchase of 
luxury cruises, foreign sports cars, fashion clothing and fine jewellery, expensive alcohol and increased leisure 
activities. As Figure 10.6 shows, many alcoholic drinks are targeted at the affluent consumer via appeals that 
include a brand name that suggests affluence and copy that praises the ‘uniquely smooth taste’ and the aromas 
of the drink. 

Table 10.12 (page 353) shows the relationship between household income and possessions in the home. 
Clearly, there is a strong relationship for the most expensive items. Eventually, appliances that were initially 
owned by the affluent spread throughout society. The micrwave oven is an example of this, and the DVD player 
is another. The relevant measure is what economists call contestable income—that is, income (or savings) that can 
be diverted to another product choice. For example, a family might cut down on gambling so that they can afford 
a subscription to pay television. In contrast, money spent on transport to work is not contestable in this sense. 

While there will always be an opportunity to sell expensive houses, cars, travel and goods to the affluent 
in Australia, the market is limited. Unlike the United States, it makes little sense to segment this market 
further, unless a highly specialised product or service (such as an exclusive golf club) is being promoted. Such 


products need to have very high markups for distributors to make a profit from selling or producing them. 


THE MEDIA EXPOSURE OF THE AFFLUENT CONSUMER 


As might be expected, the media habits of the affluent differ from those of the general population. For example, 
among main household income earners who earn more than $60 000 annually, 9.9% read The Weekend 
Australian magazine, compared with 3.0% of those earning less than $20 000 annually. Comparable figures 
for the Good Weekend magazine are 21.4% and 5.8% and, for Business Review Weekly, 4.2% and 0.6%. Simi- 
larly, 3.8% of those earning over $60 000 read the Bulletin, compared with less than 1.0% of those earning less 
than $20 000.*# 
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FIGURE 10.6 | Appeal to segment of affluent 
consumers 


} Fee Y tate 


Source: Courtesy of Bacardi Lion. Bombay Sapphire and Sapphire are 
registered trademarks. 


Social classes also differ by their selective exposure 
to various types of mass media. In the selection of 
specific television programs and program types, higher 
social class members tend to prefer current events and 
drama, while lower-class individuals prefer soap 
operas, quiz shows and situation comedies. Higher- 
class consumers tend to have greater exposure to 
magazines and newspapers and watch less TV than do 
their lower-class counterparts. Lower-class consumers 
are likely to have greater exposure to publications that 
dramatise romance and the lifestyles of movie and tele- 
vision celebrities. For example, magazines like New 
Idea, Women’s Weekly and Woman’ Day appeal heavily 
to blue-collar or working-class women (middle 
Australia), who enjoy reading about the problems, fame 
and fortune of others. 


SEGMENTING THE AFFLUENT MARKET 


In most countries the affluent market is not one single 
market. Contrary to popular stereotypes, the wealth in 
countries like America and Australia is not found only 
behind ‘the tall cloistered walls of suburban country 
clubs’. Wealth is spread in niches, including (but not 
limited to) Asian and European immigrants. 

Because not all affluent consumers share the same 


lifestyle (i.e. activities, interests and opinions), various marketers have tried to isolate meaningful segments 


of the affluent market. To assist those interested in reaching subsegments of the affluent market, a US firm, 


Mediamark Research, Inc. (MRI), has developed for the US market the following affluent market-segmentation 


schema (or the Upper Deck—defined as the top 10% of households in terms of income).°? 


1. Well-feathered nests: Households that have at least one high-income earner and children present (37% of 


the Upper Deck). 


2. No strings attached: Households that have at least one high-income earner and no children (32% of the 


Upper Deck). 


3. Nanny’ in charge: Households that have two or more earners, none earning high incomes, and children 


present (11% of the Upper Deck). 


4. Two careers: Households that have two or more earners, neither earning high incomes, and no children 


present (14% of the Upper Deck). 


5. The good life: Households that have a high degree of affluence with no person employed or with the head 
of the household not employed (6% of the Upper Deck). 


Armed with these affluent lifestyle segments, MRI provides subscribing companies with profiles of users 


of a variety of goods and services frequently targeted to the affluent consumer (e.g. domestic and foreign travel, 


leisure clothing, lawn-care services and various types of recreational activities). For example, in the United 


States, in terms of recreation, the well-feathered nester may be found on the tennis court, the good lifer may 


be playing golf, while the two-career couple may be off sailing.°° 
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TABLE 10.12 | Relationship between household income and possessions 


Under $15 000— $20 000— $25 000— $30 000- $35 000— $40 000— $50 000— $60 000- $70 000+ 
$15 000 $19999 $24999 $29999 $34999 $39999 $49999 $59999 $69999 
% % % Yo Yo Yo Yo Yo Yo % 


APPLIANCES/ITEMS OWNED 

Microwave 74.67 
Air conditioner 40.59 
Swimming pool 4.3/7 
Dishwasher 18.05 
Personal computer 45.6/ 
Camera $150+ 32.88 
stove, oven or hotplate 79.13 


Personal CD/cassette/ 
radio (e.g. Walkman) 32.39 


Portable combined CD/ 
cassette/radio 36.88 


DVD player 24.30 
Clothes dryer 36.5/ 


Source: Roy Morgan Single Source Australia: April 2003—March 2004. 


With few local marketers vying for their business, the rural affluent represent an untapped (and somewhat 
difficult to pinpoint) subsegment of the affluent market. The rural affluent fall into four categories:>’ 


1. Suburban transplants: Those who move to the country but still commute to high-paying urban jobs. 

2. Equity-rich suburban expatriates: Urbanites who sell their homes for a huge profit, buy a far less expensive 
home in a small town and live off the difference. 

3. City folks with country homes: Wealthy snowbirds and vacationers who spend winters or summers in scenic 
rural areas, especially mountainous or coastal areas. 

4. Wealthy landowners: Wealthy farmers and others who make a comfortable living off the land. 


» The non-affluent consumer 


Although many advertisers would prefer to show their products as part of an affluent lifestyle, blue-collar and 


other non-professional people represent a large group of consumers that marketers cannot ignore. After all, 
everyone needs ‘the necessities of life-—a roof over our heads, clothes, security, basic health services and some- 
thing to eat. In Australia, necessities would normally also include items such as refrigerators, electricity and 


furniture, although many live below the poverty line°*® and exist without such items. 


» The arrival of the ‘techno-class’ 


The degree of literacy, familiarity and competency with technology, especially computers and the Internet, 


appears to be a new basis for a kind of ‘class standing’, status or prestige. Those who are unfamiliar with 
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computers and lack computer skills are being referred to as ‘technologically underclassed’.*’ Educators, business 
leaders and government officials have warned that the inability to use technology adequately has a negative 
impact on lifestyle and quality of life. 

Fuelling this perception, the business press regularly runs cover stories featuring technological superstars 
like Bill Gates. The copy describes their accomplishments and enviable lifestyles that include $30 million resi- 
dences and other luxuries, and serves to motivate readers to duplicate their accomplishments. Even factory 
workers in highly successful start-up technology firms in some countries have become millionaires on their 
employee profit-sharing and stock options. 

These stories of entrepreneurial and technological accomplishment, coupled with a general sense of not 
wanting to be left out of the ‘sweep of computer technology’, have propelled parents to seek computer training 
for their children, even infant children. Parents realise that an understanding of computer usage is a neces- 
sary tool of ‘competitive achievement and success. Even older professionals (55 and older), who were initially 
reluctant to ‘learn computers’, are now seeking personal computer training—they no longer want to be left out, 
nor do they want to be embarrassed by having to admit that they ‘don’t know computers’. 

Consumers throughout the world have come to believe that it is critical to acquire a functional under- 
standing of computers to ensure they do not become obsolete or hinder themselves socially or professionally. 
In this sense, there is a ‘technological class structure’ that centres around the extent of one’s computer skills. 
It appears that those without necessary computer skills will increasingly find themselves ‘underclassed’ and 


‘clisadvantaged’. 


» Selected consumer behaviour applications of class 


Social class profiles provide a broad picture of the values, attitudes and behaviour that distinguish the members 


of various social classes. This section focuses on specific consumer research that relates social class to the 


development of marketing strategy. 


CLOTHING, FASHION AND SHOPPING 


A Greek philosopher once said: ‘Know, first, who you are; and then adorn yourself accordingly.’*° This piece 
of wisdom is relevant to clothing marketers today, since most people dress to fit their self-images, which 
include their perceptions of their own social class membership. 

Members of specific social classes differ in terms of what they consider fashionable or in good taste. For 
instance, lower-middle-class consumers have a strong preference for t-shirts, caps and other clothing that 
offers an external point of identification, such as the name of an admired person or group (e.g. Ricky Ponting, 
David Beckham), a respected company or brand name (Hot Tuna) or a valued trademark (Nike). These 
consumers are prime targets for licensed goods. In contrast, upper-class consumers are likely to buy clothing 
that is free from such ‘supporting associations. Upper-class consumers may seek clothing with a more subtle 
look, such as the kind of sportswear found overseas, rather than high-status jeans. 

In Shanghai, the public wearing of pyjamas is a sign of status and possibly a signal of an economically 
developing society (historically, its citizens could not afford the luxury of wearing pyjamas).*! In a similar 
manner, people in Asia can be observed wearing outer clothing with the well-known designer labels still on 
the garment’s sleeves. Again, this is a sign of status, of being able to afford expensive luxury clothing. 

Social class may also be important in determining where a consumer shops. It would appear that retailing 
is dividing into mass market stores, such as Kmart, Big-W and Woolworths, and specialty stores, like Robins 
Kitchen, Colorado, Myer and David Jones. Among the specialty stores many target the affluent,*” and an 
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inspection of the newer shopping malls will demonstrate this pattern. People tend to avoid stores that have 
an image of appealing to a social class very different from their own. In the past, some mass merchandisers 
who tried to appeal to a higher class of consumers found themselves alienating their traditional customers. 
This implies that retailers should pay attention to the social class of their customer base and the social class 
of their store appeal to ensure that they send the appropriate message through advertisements. 


HOME DECORATION 


To the extent that a family’s home is its castle, the decor of the home should provide clues to the family’s social 


class position. Of all the rooms in the home, the living room seems to express most clearly how a family wants 
to be seen by those it entertains. Therefore, living-room furnishings are likely to be particularly sensitive to 
class influences. As noted earlier, Chapin’s Social Status Scale uses the presence and condition of living-room 
furnishings to measure a family’s social class standing. The appropriateness of using living-room furnishings 
as a barometer of social class standing is based on the premise that the living-room is the ‘face’ a family shows 
to its guests. 

The Australian magazines Home Beautiful and Vogue Living reflect social class differences by emphasising 
high-status and luxury home settings. For example, the style or status appeal is conveyed in Figure 10.7 
through the copy ‘beautiful, durable flooring for all walks of life’. 


THE PURSUIT OF LEISURE FIGURE 10.7 


Social class membership is also closely related to the 


An advertisement for home 
decoration ‘flooring’ emphasising 


choice of recreational and leisure time activities (such 
style and class 


as tennis and golf). Upper-class consumers are likely 


to attend the theatre and concerts, to play bridge and to 
use a PC for Internet browsing. Lower-class consumers 
tend to be avid television watchers and fishing enthu- 
siasts and enjoy attending sports such as drag racing 
and football. The lower-class consumer also spends 
more time on commercial types of activities (visiting 
clubs and hotels) and craft activities (model building, 
painting, woodworking projects), rather than cerebral 
activities (reading, visiting museums).*? Unemployed 
Australians spend an average of 342 minutes a day on 
recreation and leisure, while full-time workers spend 
around 277.** In 1988-89, high-status professionals 
were estimated to spend an average of $34 a week on 
cultural activities (e.g. cinema, theatre, CDs) compared 
with $19 a week spent by labourers. It appears that, 
whether we are describing middle-class or working- 
class consumers, there is a growing trend towards more 
spending on ‘experiences’ that bring the family together 
(family holidays or activities) and less on ‘things’.*° 


SAVING, SPENDING AND CREDIT 


Saving, spending and credit-card use all seem to be 
related to social class standing. Upper-class consumers — Source: Courtesy of Amtico. 
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are more future-oriented and confident of their financial acumen; they are more willing to invest in insur- 
ance, stocks and shares, and real estate. In comparison, lower-class consumers are generally more concerned 
with immediate gratification; when they do save, they are primarily interested in safety and security. There- 
fore, it is not surprising that members of the lower social classes tend to use their bank credit cards for instal- 
ment purchases, while members of the middle and upper social classes pay their credit card bills in full each 
month. In other words, lower-class purchasers tend to use their credit cards to ‘buy now and pay later’ for 
things they might not otherwise be able to afford, while upper-class purchasers use their credit cards as a 
convenient substitute for cash. 

This is evidenced by the relative importance that affluent consumers place on bank services compared with 
non-affluent consumers. Affluent consumers seem to be more adventurous financially than their non-affluent 
counterparts, being more likely to seek financial advice and to take out large mortgages. The non-affluent 


consumer typically wants more traditional products and services, such as passbook savings accounts.” 


SOCIAL CLASS AND COMMUNICATION 


Social class groupings differ in their media habits and in how they transmit and receive communications. 
Knowledge of these differences is invaluable to marketers who segment their markets on the basis of social 
class. 

When describing their world, lower-class consumers tend to portray it in personal and concrete terms, 
while middle-class consumers are able to describe their experiences from a number of perspectives. A simple 
example illustrates that members of different social classes tend to see the world differently. The following 


responses to a question asking where the respondent usually bought petrol were received: 


f Upper-middle-class answer: At Mobil or Shell. 
ll Lower-middle-class answer: At the station on Napper Road. 


— lLower-class answer: At Ed’s. 


Such variations in response indicate that middle-class consumers have a broader or more general view of the 
world, while lower-class consumers tend to have a narrower or more personal view, seeing the world through 
their own immediate experiences. 

Regional differences in terminology, choice of words and phrases, and patterns of usage also tend to increase 
as we move down the social class ladder. Therefore, in creating messages targeted to the lower classes, marketers 


should try to word advertisements to reflect the particular regional preferences that exist throughout Australia. 


35> PART 3 Consumers in their social and cultural settings 


CASE STUDY 10.1 


Milk—Are You Getting Enough? 


Dr Gillian Sullivan Mort, Graduate School of Management, University of Queensland | 
Dr Jay Weerawardena, Graduate School of Management, University of Queensland 
Nick Parkington, University of Melbourne 


Some beverages are the ‘Real Thing’, some are for the ‘New Generation’. Sometimes we are told they have B 
vitamins, others simply make our break or get us cruising in the fast lane. The beverage market is a crowded 
one and the soft beverage market even more so. The difficulty for dairy producers has been to try to compete 
and increase consumption in this crowded beverage marketplace, especially against the innovative, high- 
spending firms with the well-packaged, well-known brands in the carbonated beverage segment. 


Milk production 
While farm numbers have decreased over the last 20 years, milk output has steadily increased since 1985, 
due to improved cow yields and, in more recent years, increasing cow numbers (Figure 10.8). 

Australian milk production is highly seasonal (Figure 10.9). This reflects both the pasture-based nature of 
the industry and the importance of long shelf life manufactured products—particularly in the south-east of 
Australia, the dominant dairy region. Milk production peaks in October, tapering off in the colder months of 
May and June. Milk output in some other States, such as New South Wales and Queensland, is less seasonal 
due to a greater focus on drinking milk and fresh products in the product mix (Figure 10.10). 

Australian milk production peaked in 2001/02 at 11271 million litres, whilst the industry experienced a 
decrease of 8.4% in 2002/03 to record a production output of 10326 million litres for that year (Table 10.13). 

The number of dairy cows continued to increase to 2000/01, reflected in the record production of milk, 
however the estimated number of cattle in 2002/03 is 3.7% lower than that of 2001/02 (Table 10.14, page 361). 


FIGURE 10.8 | Australian milk production 1985-2003 
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Source: Dairy Australia Limited. 
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[FiguRE 10.9 | Seasonality of milk production in Australia 
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Source: Dairy Australia Limited. 


Milk production is concentrated in the south-east corner of Australia, with Victoria accounting for over 
60% of total output (Figure 10.11, page 360). 

As in the farm sector, the milk-processing sector is undergoing continuing rationalisation. This has resulted 
in increasing milk intake per factory, particularly in Victoria (Figure 10.12, 361). 

The industry can be divided into two distinct sectors. The drinking milk sector accounts for almost 19% 
of milk production. With expanding milk output, drinking milk share of production is declining and milk 
used for manufacturing dairy products is increasing (Figure 10.13, page 362). 

Milk processing is undertaken by both farmer-owned cooperatives and public companies in Australia. 
Cooperatives dominate the industry, accounting for approximately 75% of all milk output. The two largest 
cooperatives—Murray Goulburn and Bonlac—account for about 45% of all milk intake and about 50% of all 


milk used for manufacturing. 


Drinking milk 

The drinking, or market, milk sector is controlled by State government legislation. Dairy authorities in each 
State regulate both supply and farm-gate pricing for market milk. Regulation of drinking milk has been progres- 
sively phased down during the 1990s. Remaining controls on farm-gate pricing and milk sourcing are currently 
under review, and are likely to be phased out in the coming years. See Table 10.15 (page 362). 

Ask the average consumer and the traditional image of drinking milk will most likely be related to concepts 
like white, wholesome, boring, ‘good for me’, mother and, importantly, fattening. Milk has always been there 
and it’s not seen as a very exciting or involving product. The 1995 Soft Beverage Monitor showed that the per 
capita consumption of milk as a plain drink had room for improvement (Table 10.16, page 363). 
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TABLE 10.13 | Wholemilk production 


Year ended Litres (millions) 
30 June NSW Vie Qid SA WA Tas Total Aust 
1985 940 3516 616 372 243 346 6033 
1986 904 30/9 600 360 243 35] 6038 
1987 906 3692 601 374 248 302 6173 
1988 932 3649 61/7 37/7 249 306 6130 
1989 923 3/92 626 3/0 245 334 6290 
1990 8/9 378/ 629 300 26/ 343 6263 
1991 85/ 3907 626 366 283 363 6403 
1992 894 4119 635 41] 302 12 6732 
1993 997 4456 702 434 324 413 1329 
1994 1098 4968 764 456 344 44] 80/77 
1995 1087 9114 740 485 343 437 8206 
1996 1114 9482 75] 512 342 O13 8/15 
1997 1192 5634 79/7 939 349 929 9036 
1998 1242 5866 822 580) 38/ 943 9440 
1999 1286 6414 82/ 646 403 603 10 179 
2000 L305 68/0 848 713 412 609 10 847 
2001 1326 6784 760 699 388 990 10 547 
2002 1343 7405 744 715 393 671 11 271 
2003(p) 1302 6584 719 loo 403 980 10 326 


Source: Dairy Australia Limited. 


[FrcuRe 10.11 | Milk production shares by State 
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Qualitative research, reinforced through attitudinal 
tracking, indicated that males, to a greater extent than 
females, remain positively predisposed towards both 
the taste and nutritional value of milk. Young males 
are, of course, large consumers of all food and bever- 
ages. Analysis also indicated that there existed some 
scope to increase the milk consumption of females 
25-39 years, by dispelling misconceptions with regards 
to the fat content of milk. 

The Soft Beverage Monitor also indicated that milk’s 
position as an in-home, breakfast-time beverage had 
been confirmed, with 87% of consumption currently 
occurring inside the home and 53% of all consump- 
tion occurring at breakfast time. 

In 1993 and then in late 1995 the Australian Dairy 
Corporation, in conjunction with various State organ- 
isations including the Queensland Dairy Authority 


TABLE 10.14 | Dairy cows in milk and dry 


As at 000 Head 
31 March NSW Vic Qld SA WA Tas Total Aust 


1985 2/4 1036 229 102 69 98 1808 


1986 26/ 1020 224 102 68 96 1777 
1987 260 980 215 100 6/ 93 1715 
1988 299 960 20/7 97 69 90 1676 
1989 290 964 202 92 63 90 1662 
1990 238 968 201 89 64 92 1654 
199] 224 d/3 192 8/ 69 39 1638 
1992 221 wip 134 89 68 98 1653 
1993 221 1019 13/7 92 /0 106 1697 
1994 234 1085 189 99 74 112 1787 
1995 231 1113 189 97 13 119 1882 
1996 230 1161 189 9/ /1 130 1884 
1997 244 1229 195 101 /\ 137 DET 
1998 266 1268 203 107 13 143 2060 
igdg 282 1340 ig? 117 69 154 2159 
2000 289 1377 195 105 69 139 2171 
2001 268 Lod] 186 124 12 148 2176 
2002 264 1363 174 110 19 134 2123 


2003(e) 269 isl? 182 126 73 127 2099 


Source: Dairy Australia Limited. 


[FcuRe 10.2 | Average factory milk production 1980/81 and 2002/03 
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Source: Dairy Australia Limited. 
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[FIGURE 10.13 | Drinking and manufacturing milk production 
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Source: Dairy Australia Limited. 


TABLE 10.15 | Drinking milk 


Year ended Litres (millions) 
30 June NSW ACT Vic Qld SA WA Tas Total Aust 


1990 J02 30 4AG 316 150 164 4] 1730 
1991 09 ol 44] 32/ 149 170 Ag 1761 
1992 962 32 4A8 Jog 152 179 20 1794 
1993 96/ 33 4A] 348 155 177 ol 1810 
1994 o/4 30 4A8 396 159 181] ee 1845 
L395 a9 34 A452 368 167 188 o2 1893 
1996 o/4 33 454 3/2 163 18/7 20 1905 
1997 2/6 33 A452 3/6 173 133 90 1920 
1998 9/9 30 4A? oe 182 188 Ag 1919 
eee 0/8 OZ 4A? 382 185 192 49 [931 
2000 066 30 4A0) 383 185 190 48 1933 
2001 630 456 393 199 192 20 1920 
2002 . 622 A459 A402 184 192 20 1909 
2003(p) 616 473 A403 181 200 ol 1924 


Total includes interstate trade of UHT milk. 
State figures exclude interstate traded UHT milk. 


Source: Dairy Australia Limited. 
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(QDA), developed and used the B&S (Bachelors and 
Spinsters) Ball advertising campaign to generically 


TABLE 10.16 | Per capita consumption (litres/ 


head) of milk as a plain drink 


promote milk. The B&S campaign functioned to reposi- 


Females Males tion whole milk as a cheeky, naughty kind of beverage 


with sex appeal, with a male 20-29 years target skew. 


0—9 years 
10-19 years 30 43 
20-24 years Z7 33 
25-39 years 20 15 
40-59 years 15 13 
60+ 


Using the characters of James and Tom, two country 
boys, it portrayed milk drinkers as likely to have more 


stamina and to have a better time than beer drinkers, who 


would mostly be unconscious at the end of an evening. 


Women appreciated James and Tom. The QDA reported 
that sales increased by over 3% in 1994/95 over the 
previous year. The next phase set out to build on the 


Source: Australian Marketing Excellence Awards, Are You Getting 
Enough?, Queensland Dairy Authority. 


success of the B&S Ball by expanding the appeal and 
capitalising on the positive change in the way people view 
milk as a beverage. 

The Paddo Party used the same central characters, James and Tom, who have been invited to a trendy 
party. The other male guests are supercilious and condescending towards James and Tom, but the two central 
female characters, Vanessa and Lucy, are obviously very attracted to them. They too join in drinking a couple 
of long, cold glasses of milk, stating ‘I haven’t had one for a long time’ and ‘I heard one glass can keep you 
going all night’. The Paddo Party campaign was undertaken in Queensland with the aim of maintaining that 
State as the highest per capita consumers of milk, and increasing sales of fresh white milk by at least 2% per 
annum. The advertising launched with a TV TARP rating of 120. It was all 60-second material in week #1, to 
ensure the required breakthrough was created. It was aimed primarily at the under-40s market with a slight 
male skew. After the initial 60-second campaign, 30% of the TARPs were 60-second, with the balance as 15- 
second. The second stage was a sales promotion which ran over May/June 1996 backed up with point-of-sale 
displays and pack labelling from which consumers could win a new Hyundai Excel. In Queensland milk sales 
grew by 2.56% in the first six months after the launch, with 79% of milk drinkers having an unaided recall 
of the Paddo Party advertising. 

While the success in Queensland was pleasing, elsewhere in Australia results were less positive. Some 
observers attributed this to the lack of an integrated communication campaign by most of the State authorities, 
with campaigns lacking the sales promotion, point-of-sale displays and merchandising used in Queensland. 

Despite these appealing campaigns, per capita milk consumption has remained fairly stable for a number 
of years, at around 104 litres. However, there have been changes in the type of milk consumed. Modified-fat 
milks and UHT products are increasing their share of the market at the expense of fresh white whole milk 
(Figure 10.14). The trend towards UHT products has been underpinned by the increasing proportion of milk 
sales made through supermarkets, rather than distribution by home delivery. 

The gradual deregulation of the market milk sector has seen a corresponding increase in competition 
between processors. This has resulted in the introduction of an expanding range of branded milks, which may 
have varying fat contents or are fortified with extra vitamins and minerals. Other milks have been developed 
to address particular market niches, such as lactose-free, or extra-frothing milk for cappuccinos. 

In the context of increased production and increasing deregulation of milk markets, the ADC saw the 
need to make a fresh start and to refresh and revitalise the face of milk. In February 1998 it launched the 


‘Milk—Legendary Stuff’? campaign. The campaign aimed at ‘creating an emotional response to milk’, stated 
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[ Ficure 10.14 | Per capita consumption—liquid milk by type 
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Source: Dairy Australia Limited. 


Mr George Davey, chairman of the Conference of Australian Milk Authorities who commissioned the 
campaign. The $6.5 million campaign was similar to the previous B&S and Paddo Party campaigns, in that 
it again associated milk with vitality, fun and, importantly, sex appeal. The central character in the new 
strategy is an old milkman, still doing his rounds. A voice-over states that it was never the butcher, it was 
never the baker, it was always the milkman. The milkman is portrayed as a romantic figure to whom women 
are attracted. The ad closes with the appeal ‘Milk—Legendary Stuff’. The commercial took out the gold award 
at the Australian Writers and Art Directors Awards and a Gold Lion at the International Advertising Festival 
in Cannes in 1998. 

A follow-up in November 1998 had marketers tackling the problem of increasing milk consumption at 
home, and trying to prevent people running out of milk. Using the 1960s pop tune ‘No Milk Today’, the 
acl features an angry mother storming out of the house to buy milk for breakfast, walking into a milk bar in 
the middle of a hold-up, clobbering the bandit with a container of milk, and shrugging at the startled shop 
assistant. The ad ends with the slogan ‘Milk—got enough legendary stuff?’ Late in 1998 the ADC announced 
that milk sales had increased 2.1% in the first three months of 1998/99, and processors say sales were up 2% 
in the six months to 31 December. 

These ads made people stop and think about milk. Other campaigns had educated them about the health 
benefits and informed them about the low fat content. Now they had made an emotional connection. Meanwhile, 
the major milk market in Australia, New South Wales, was deregulated on 1 July 1998 with a flurry of pricing, 
new packaging and new marketing campaigns. Other markets will follow. Milk is no longer a boring product in 


a boring category, and consumers are likely to become more discerning and demanding from now on. 
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Case Study Questions 

1. Should demographics alone be used to segment the market for whole white milk? What are the advantages 
and disadvantages of such an approach? 

2. How useful is an emotional appeal likely to be for this type of product? Would you recommend this 
approach to other industry groups, like the sugar and beef authorities? 

3. What role do you foresee for this type of institutional advertising, given the rise of branded products in 
the newly deregulated milk market? 

4. How compelling is the evidence that these milk campaigns have been successful? 


CASE STUDY 10.2 


The Geelong Performing Arts Centre 
Aron O’Cass, University of Newcastle 


The pursuit of leisure 
Social class membership has been found to be closely related to the choice of recreational and leisure time activ- 
ities. For instance, upper-class consumers are likely to attend the theatre and concerts, to play bridge and to 
use a PC for Internet browsing. Lower-class consumers tend to be high television watchers and fishing enthu- 
siasts and enjoy attending sports such as drag racing and football. Furthermore, the lower-class consumer 
spends more time on commercial types of activities such as visiting clubs and hotels, and craft activities like 
model building, painting and woodworking projects, rather than on activities like reading and visiting 
museums.*® It has been estimated that high-status professionals spend on average $34 a week on cultural activ- 
ities (e.g. cinema, theatre, CDs) compared with $19 a week spent by labourers.*? In any case, regardless of 
whether we are describing middle-class or working-class consumers, there appears to be a trend toward more 
spending on ‘experiences’ that bring the family together and less on ‘things’.°° | 

Marketing researchers have identified that consumers’ selective exposure to various types of mass media 
differs by social class. For example, in general it has been found that with regard to selection of specific tele- 
vision programs and program types, higher social class members tend to prefer current events and drama, 
while lower-class individuals tend to prefer soap operas, quiz shows, and situation comedies. Higher-class 


consumers tend to have greater exposure to magazines and newspapers than do their lower-class counterparts. 
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Lower-class consumers are likely to have greater exposure to publications that dramatise romance and the 
lifestyles of movie and television celebrities. For example, magazines such as New Idea, Women’s Weekly and 
Woman’ Day appeal heavily to blue-collar or working-class women (Middle Australia), who enjoy reading 
about the problems, fame and fortune of others. As such, a marketer can effectively tailor products or services, 


channels of distribution and promotional messages to the needs and interests of a specific social strata. 


Background 
Pacific Micromarketing was commissioned by Arts Australia and Dramatic Improvements to undertake an 
analysis of theatre attendees at 29 theatres around Australia. The Geelong Performing Arts Centre (GPAC) 


was one of these centres. 


Geelong Performing Arts Centre 

The Geelong Performing Arts Centre is located in Victoria’s second largest city in the heart of the Little Malop 
Street arts precinct. Year round, a wide variety of professional and local entertainment is presented, including 
an annual subscription season of theatre, the Melbourne Symphony concert series, Morning Melodies concerts, 
rock acts, comedians, Celtic Folk Festival and community theatre. This modern comfortable venue contains 
two theatres, a restaurant and licensed bar. The centre also manages the 1500 seat Great Hall of Deakin Univer- 


sity, 400 metres north towards the bay. 


Context 

GPAC offers its customers flexible ticket combinations (4, 6 and 10) of shows from national theatre compa- 
nies like the Sydney and Melbourne Theatre Companies. A single subscription purchase can involve a large 
number of tickets, and hence revenue for GPAC, particularly given subscriptions are normally bought in pairs. 
Subscriptions to the theatre season peaked in 1997 at nearly 800. The market for subscriptions has since 
shown all the signs of maturing in an increasingly competitive market for the leisure dollar, with subscriptions 


falling by over 20% since their peak. 


Data available for analysis 

The purchaser database contains some 45.000 adults, relating to ticket sales over the last eight years pro- 
ducing a detailed picture of performing arts consumption. Initial analysis of the database identified in 
excess of 20000 people who have not purchased tickets for over three years. 45% of these lapsed attendees 
were still resident in Geelong—but had ceased to attend any events at GPAC. Of the 25 000 recent customers, 
about 20% were purchasing at least two-thirds of the tickets and buying four times more seats a year than 
individuals. 

The Dramatic Group <www.dramatic.com.au> and ARTS Australia <www.artsoz.com.au> conducted the 
direct marketing of the 1999 theatre season subscription campaign for GPAC. To assist the targeting of this 
campaign the assistance of Pacific Micromarketing was enlisted. GPAC see the mosaic profiles as an effective 
means of tailoring their offering and promotional messages to the needs and interests of a specific social strata 
within the Geelong area. 

The customer database was supplied to Pacific Micromarketing for geodemographic analysis using MOSAIC, 
to inform the targeting, positioning and offer for the subscription season direct marketing. This data was used. 
in conjunction with the data available from the GPAC systems to identify customer segments. 

The segments were created using a variety of indices for the period 1996-98 to elicit a better understand- 
ing of the recency, frequency, value and volume of purchase. 

This process identified prospects for the direct marketing campaign of 4500 prospects as follows: 
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1. High Priority Prospects (1300 targets) 
a. Single subscription event purchasers (800) 
b. Attendees of non-professional events (500) 
2. Strong Attenders Prospects (3 200 targets) 


MOSAIC assigns every Geelong household to one of 9 groups (A to I) and 41 types (1 to 41), based on 
1996 census data, car vehicle registrations, housing commencements, income tax statistics and unemploy- 
ment statistics for the city. Table 10.13 shows a description of the groups and types. 

An example of how to calculate the index, using type 36, ‘Country Comforts’, as our example (refer 
to Table 10.17), 3604 of GPAC attendees or 12.5% of the total population belong to this segment. In the 
catchment (based on customer penetration), there are 15,080 adults. The total number in the entire catchment 
totals 212,912, thus type 36 represents 7.08% of the base. The GPAC attendees % is divided by the base %, 
the result is an index of 1.77 times the average amount of attendees. 


Campaign results 

! Overall, 1999 recorded a 38% increase in subscribers, 818 for the theatre season and 162 for the add-on 
‘Made to Move’ dance subscription. 

i The response rate for the High Priority group was 11% and the Strong Attender group 5.1%. 

i The attrition rate was arrested with 33% not renewing in 1999, down from around 50% in 1998. 


There were over 20% new subscriptions from people who had only previously purchased single tickets. 


In addition, further areas of great potential for the future attendance were identified, according to their MOSAIC 
Types, for development activities. 


Conclusion 
David Eedle, Director of the Dramatic Group, reports: 

‘GPAC were very pleased with the project results. We have been able to identify their core market and 
provide a detailed description of the segment, together with delivering the ability of identifying prospects for 
future campaigns. The extra coverage GPAC received as part of winning a Victorian AMI award in October 
followed by a bronze award from ADMA was also particularly well received. 

We must also recognise this project was developed as part of the Ticketing Transaction and Geodemo- 
graphic Analysis project for the National Market Research and Development for The Regional Performing Arts 
Industry funded by the Audience Development Division of the Australia Council. 

We now have a blueprint that can be used as a template to assist in the promotion of attendance based Art 


forms,’ 


Case Study Questions 

1. Could GPAC realistically use this information to establish different social class groupings and identify the 
most attractive social class segments to target, and if so how? 

2. Using the data in Table 10.17 determine which MOSAIC types have the highest penetration compared to 
the adults in the GPAC defined local area catchment. 

3. Using the descriptions of MOSAIC groups in the chapter what are the characteristics of the most attrac- 
tive social class groups? What are the similarities and differences if any? 

4. Using the market potential map (Figure 10.15, page 369) can you identify the relevant geodemographic 
segments that are the most attractive in the Geelong area for GPAC? 

5. How can the MOSAIC information be used to understand the consumer behaviour issues for GPAC? 
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TABLE 10.17 | MOSAIC type profile for GPAC 


Relative to each MOSAIC Type 


aaa eer 


MOSAIC Type Number of GPAC Number of Adults Penetration Index 
GPAC attendees adults18+in 18+ in 
attendees catchment catchment 
Type Description 
16 Affluent Apartments 26 0.09% 70 0.03% 37.14% 274 
2 Asset Rich Commuters /0 0.24% 19] 0.09% 36.65% 2/1 
3 Educated Influentials 747 2.59% 2 069 0.97% 36.10% 26/7 
21 Cosmopolitan and Cultural 1 86/7 6.48% 7 024 3.30% 26.98% 196 
36 Country Comforts 3 604 12.51% 15 080 7.08% 23.90% vai 
/ Elevated Lifestyles 5163 13.06% 16 402 7.10% 22.94% 170 
4 Suburban Success Stories 260 0.92% 1 198 0.56% 22.12% 163 
é Rural Provisions 1 853 6.43% 9 331 4.38% 19.86% 147 
29 Retiring Retreats 1 811 6.29% 9 166 4.31% 19.76% 146 
26 Independent Elders 3 729 12.94% 19 203 9.02% 19.42% 144 
2/ Caravans and Cabins 195 0.68% 1 036 0.49% 18.82% 139 
6 Pools and Barbies 599 2.087% 3.025 1.70% 16.52% 122 
24 Something Old, Something New 383 1.33% 2 374 1.12% 16.13% 119 
: Seaside Seniors 680 2.36% 4 885 2.29% 13.92% 103 
Urban Renewal 90 0.31% 685 0.32% 13.14% 97 
Student Union 300 1.04% 2 421 1.14% 12.39% 92 
Elderly Singles in Units 164 0.57% 1 420 0.67% 11.55% 85 
Anglo-Australian Alliance 189 0.66% 1 650 0.77% 11.45% 85 
True Blue Blues 1415 4.91% 12 406 5.83% 11.41% 84 
; Processors and Packers 496 1.72% 4750 2.23% 10.44% Le 
8 Creating a Future 1 970 6.84% 19 011 8.93% 10.36% Ti 
0 Blue Collar Plurality 896 3.11% 8 888 4.17% 10.08% 74 
4 Close-Knit and Debt-Free 675 2.34% 7 005 3.29% 9.64% fal 
37 Families on the Fringe 1 293 4.49% 14915 7.01% 8.67% 64 
34 Safety Net 159 0.55% 1 910 0.90% 8.32% 62 
31 Twilight Zone 118 0.41% 1 456 0.68% 8.10% 60 
e Non-Family Fringe 13 0.05% 243 0.11% 9.39% 40 
12 Villas and Mansions 1 145 3.97% 21 560 10.13% 5.31% 39 
33 Country Town Challenge 50 0.12% 714 0.34% 4.90% 36 
4] Red Earth 43 0.15% 920 0.43% 4.67% 35 
15 Time for Change 2] 0.09% 1072 0.50% 2.52% 19 
11 Ethnic Enterprise l 0.00% 85 0.04% 1.18% ) 
9 House and Land Package 188 0.65% 18 934 8.89% 0.99% ] 
i) Miners and Military Z 0.01% 1 060 0.50% 0.19% l 
4.0 Roadside Properties 0 0.00% 0 0.00% 0.00% 0 
17 Café Society 0 0.00% 0 0.00% 0.00% 0 
13 New Arrivals, New Hope 0 0.00% 153 0.07% 0.00% 0 
l Champagne and Chardonnay 0 0.00% 0 0.00% 0.00% 0 
19 Starting Out 0 0.00% 0 0.00% 0.00% 0 
18 Oriental Expresso 0 0.00% 0 0.00% 0.00% 0 
35 Short Term Parking 0 0.00% 0 0.00% 0.00% 0 
TOTALS 28 811 100.00% 217.912 100.00% 
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FIGURE 10.15 | Geelong MOSAIC profil 
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Social stratification, the division of members of a society 
into a hierarchy of distinct social classes, exists in all 
societies and cultures. Despite the myth that Australia is a 
classless society, class has been a factor since the arrival of 
the First Fleet. Social class is usually defined by the amount 
of status that members of a specific class possess in relation 
to members of other classes. Social class membership often 
serves as a frame of reference (a reference group) for the 


development of consumer attitudes and behaviour. 

The measurement of social class is concerned with 
classifying individuals into social class groupings. These 
groupings may be of particular value to marketers who use 
social classification as an effective means of identifying and 
segmenting target markets. There are three basic methods 
of measuring social class: subjective measurement, reputa- 
tional measurement and objective measurement. Subjective 
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measures rely on an individual's self-perception, reputational 
measures rely on an individual's perceptions of others, and 
objective measures use specific socioeconomic measures, 
either alone (as a single-variable index) or in combination 
with others (as a composite-variable index). Composite- 
variable indexes combine a number of socioeconomic 
factors to form one overall measure of social class standing. 

Class structures range from two-class to nine-class 
systems. A common way of describing class is to use the 
upper, middle and working class classification, while others 
(such as market research companies) classify people into 
quintiles based on income, education and occupation. From 
sociological theory, Australian researchers have used the 
classification into employers, petty bourgeoisie, managers, 
supervisors, expert non-managers, skilled workers and prole- 
tariat to describe class groups. Another frequently used 
system classifies six classes: upper-upper, lower-upper, upper- 
middle, lower-middle, upper-lower and lower-lower. Profiles 
of class groups indicate that the socioeconomic differences 
between classes are reflected in differences in attitudes, 


Discussion questions 


1. Marketing researchers have generally used the objective 
method to measure social class, rather than the subjec- 
tive or reputational methods. Why has the objective 
method been preferred by researchers? 

2. Under what circumstances would you expect income to 
be a better predictor of consumer behaviour than a 
composite measure of social class (based on income, 
education and occupation)? When would you expect 
the composite social class measure to be superior? 

3. Describe the correlation between social status (or 
prestige) and income. Which is a more useful segmen- 
tation variable? Discuss. 

4. Which status-related variable—occupation, education 
or income—is the most appropriate segmentation base 
for: (a) expensive holidays; (b) opera subscriptions; 
(c) people magazine subscriptions; (d) fat-free foods; 
(e) personal computers; (f) pocket-sized mobile phones; 
(g) health clubs? 


Exercises 


leisure activities, shopping, personal finances and media 
consumption habits. That is why segmentation by social 
class is of special interest to marketers. Given that the top 
fifth of families earn just under half the nation’s income, it 
is hardly surprising that marketers target the affluent. 

In recent years some marketers have turned to geo- 
demographic clustering as an alternative to a strict social class 
typology. Geodemographic clustering is a technique that 
combines geographic and socioeconomic factors to locate 
concentrations of consumers with particular characteristics. 
Particular attention is currently being directed to affluent 
consumers, who represent the fastest-growing segment in our 
population; however, some marketers are finding it extremely 
profitable to cater to the needs of non-affluent consumers. 

Research has revealed social class differences in clothing 
habits, home decoration, leisure activities and saving, spend- 
ing and credit habits. Thus, astute marketers tailor specific 
product and promotional strategies for each social class 
target segment. 


5. Consider the Rolex watch, which has a retail price range 
starting at about $2000 for a stainless steel model to 
thousands of dollars for a solid gold model. How might 
the Rolex company make use of geodemographic clus- 
tering in its marketing efforts? 

6. How would you use the research evidence on affluent 
households presented in this chapter to segment the 
market for: (a) home exercise equipment; (b) holidays; 
(c) banking services? 

7. How can a marketer use knowledge of consumer 
behaviour to develop financial services for affluent 
consumers? For ‘downscale’ consumers? 

8. You are the owner of two furniture stores, one catering 
to upper-middle-class consumers and the other to lower- 
class consumers. How do social class differences influence 
each store's: (a) product lines and styles; (b) advertising 
media selection; (c) the copy and communications style 
used in the ads; (d) payment policies? 
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1. Copy the list of occupations in Table 10.3 and ask 
students majoring in areas other than marketing to rank 
the relative prestige of these occupations. Are any ditfer- 
ences in rankings related to the students’ majors? Explain. 

2. Find three print ads from popular magazines. Using the 
social class characteristics listed in Table 10.1, identify 
the social class targeted by each ad and evaluate the 
effectiveness of the advertising appeals used. 
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3. Select two households featured in two different TV 
series or sitcoms. Classify each household into one of 
the social classes discussed in the text and analyse its 
lifestyle and consumption behaviour. 

4. Analyse the social class of the main characters in two 
television comedy or drama series made in Australia, in 
terms of lifestyle, affluence and values. 


Key terms 
ae LTTE 
affluent consumer (p. 351) proletariat (p. 343) 


Chapin’s Social Status Scale (p. 339) quintiles (p. 336) 

classless society (p. 329) reputational measures (p. 334) 
composite-variable indexes (p. 339) single-variable indexes (p. 335) 

contestable income (p. 338) social class (p. 329) 

downward mobility (p. 348) social status (p. 329) 

geodemographic clustering (p. 348) socioeconomic profiles (p. 334) 

lifestyle (p. 336) strata (p. 329) 

objective measurement of social class (p. 334) subjective measurement of social class (p. 334) 
occupational status (p. 335) upward mobility (p. 346) 
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The study of culture is a challenging undertaking because its primary focus is on the broadest component of 
social behaviour—an entire society. In contrast to the psychologist, who is principally concerned with the 
study of individual behaviour, or the sociologist, who is concerned with the study of groups, the anthro- 
pologist is primarily interested in identifying the very fabric of society itself. 

This chapter explores the basic concepts of culture, with particular emphasis on the role that culture plays 
in influencing consumer behaviour in Australian society. We first consider the specific dimensions of culture 
that make it a powerful force in regulating human behaviour. After reviewing several measurement approaches 
that researchers employ in their efforts to understand the impact of culture on consumption behaviour, we show 
how a variety of multicultural values influence consumer behaviour. This chapter is concerned with the more 
general aspects of culture; the following two chapters focus on subcultures and on cross-culture and show how 


marketers can use such knowledge to shape and modify their marketing strategies. 


> What ts culture? 


Given the broad and pervasive nature of culture, its study generally requires a broad examination of the char- 


acter of the total society, including such factors as language, knowledge, laws, religions, food customs, music, 
rituals, art, technology, work patterns, products and other artifacts that give the society its distinctive flavour. 
In a sense, culture is a society’s personality. For this reason, it is not easy to define its boundaries. 

Since our objective is to understand the influence of culture on consumer behaviour, we define culture as 
the sum total of learned beliefs, values and customs that serve to direct the consumer behaviour of members of a partic- 
ular society. The belief and value components of our definition refer to the accumulated feelings and priori- 
ties that individuals have about behaviours, possessions and goals. More precisely, beliefs consist of the very 
large number of mental or verbal statements (i.e. ‘I believe. ..’) that reflect our particular knowledge and 
assessment of something (another person, a store, a product, a brand). Values are also beliefs. However, values 


differ from other beliefs in that they meet the following criteria: 


They are relatively few in number. 
They serve as a guide for culturally appropriate behaviour. 
They are enduring or difficult to change. 


They are not tied to specific objects or situations. 


2 oe 


They are widely accepted by the members of a society. 


Therefore, in a broad sense, both values and beliefs are mental images that affect a wide range of specific 
attitudes, which in turn influence the way a person is likely to respond in a specific situation. For example, 
the criteria we use to evaluate alternative brands in a product category (e.g. a Holden Commodore versus a 
Mazda 6) and our eventual decision regarding these brands are influenced both by our general values (e.g. 
perceptions as to quality, country of origin, production skills, status, design and aesthetics) and by specific beliefs 
(e.g. particular perceptions about the quality, production skills, status, design and aesthetics of the Holden 
and the Mazda). Institutions such as our homes, schools and the media! transmit our basic and evolving 
culture to each generation. 

In contrast to beliefs and values, customs are overt modes of behaviour that constitute culturally approved or 
acceptable ways of behaving in specific situations. Customs consist of everyday behaviour as well as accepted 
rituals around times like Christmas. For example, a consumer’s everyday behaviour, such as having a cap- 
pucino with lunch or giving Christmas presents, are customs. Thus, while beliefs and values are guides for 


behaviour, customs are usual and acceptable ways of behaving. 
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Using this broad approach, it is easy to see how an understanding of the beliefs, values and customs of a 


society helps marketers to predict consumer acceptance of their products. 


THE INVISIBLE HAND OF CULTURE 


The impact of culture is so natural and so automatic that its influence on behaviour is usually taken for granted. 
For example, when consumer researchers ask people why they do certain things, they frequently answer 
‘Because it's the right thing to do’. This seemingly superficial response partially reflects the ingrained influ- 
ence of culture on our behaviour. Often, it is only when we are exposed to people with different cultural values 
or customs (e.g. when visiting a different country, or as an overseas student in Australia) that we become 
aware of how culture has moulded our own behaviour. Thus, a true appreciation of the influence culture has 
on our daily life requires some knowledge of at least one other society with different cultural characteristics. 
For example, a mundane item like toilet paper is not used in some cultures. Even in Australia, 4% of house- 


holds in a panel survey reported buying no toilet paper over the course of a year.’ 


CULTURE SATISFIES NEEDS 


Culture exists to satisfy the needs of the people within a society. It offers order, direction and guidance in all 
phases of human problem solving by providing ‘tried and true’ methods of satisfying physiological, personal 
and social needs. For example, culture provides standards and ‘rules’ about when to eat, where to eat, what 
is appropriate to eat for breakfast, lunch, dinner and snacks, and what to serve to guests at a dinner party, 
picnic or wedding. Soft drink companies would prefer that consumers received their morning ‘jolt’ of caffeine 
from one of their products, rather than from coffee. Because most Australians do not consider soft drink to 
be a suitable breakfast beverage, the real challenge for soft drink companies is to overcome culture, not com- 
petition. One approach for a company like Coca-Cola has been to market fruit juices and other acceptable 
breakfast drinks. 

Cultural beliefs, values and customs continue to be followed as long as they yield satisfaction. However, 
when a specific standard no longer satisfies the members of a society, it is modified or replaced, so that the 
resulting standard is more in line with current needs and desires. Thus, culture gradually but continually evolves 
to meet the needs of society. While home cooking was once considered largely women’s work, the rapid growth 
in the number of working women has led advertisers to emphasise meals that are quick to prepare and can be 
cooked by either men or women. Many workplaces with strict dress codes have been replaced by more casual 
styles. Look at the dress codes followed by your lecturers or instructors—have they followed this trend? 

In a cultural context, a firm’s products and services can be viewed as offering appropriate or acceptable solu- 
tions for individual or societal needs. If a product is no longer acceptable because a value or custom that is 
related to its use does not adequately satisfy human needs, then the firm producing it must be ready to revise 
its product offering. Marketers must also be alert to newly embraced customs and values. For example, as 
Australians have become more conscious of health and fitness, there has been an increase in the number of 
walkers, joggers and cyclists on the nation’s streets. Astute shoe manufacturers who responded by offering an 
increased variety of appropriate footwear have been able to improve their market positions. In contrast, 
marketers who were not perceptive enough to note the opportunities created by changing values and lifestyles 


lost market share and, in some cases, were squeezed out of the market. 


CULTURE IS LEARNED 


Unlike innate biological characteristics (e.g. sex, skin, hair colour, intelligence), culture is learned. At an early 


age we begin to acquire from our social environment a set of beliefs, values and customs that constitute our 


CHAPTER 11 The influence of culture on consumer behaviour » 3/5 


culture. Play and the use of toys in particular is one of the ways children learn cultural values and practices. 


Later in life, lessons learned in play are taken into adult life. 


How culture is learned 


Anthropologists have identified three distinct forms of cultural learning: 


1. formal learning, in which adults and older siblings teach a young family member ‘how to behave’ 


2. informal learning, in which a child learns primarily by imitating or modelling the behaviour of selected 


others (family, friends, sporting heroes) 


3. technical learning, in which teachers instruct the child in an educational environment as to what should 


be done, how it should be done, and why it should be done. 


Although a firm’s advertising can influence all three types of cultural learning, it is likely that many product 


aclvertisements enhance informal cultural learning by providing the audience with a model of behaviour to 


imitate (see Figure 11.1). This is especially true for visible or conspicuous products (such as clothing, MP3 


players or mobile phones) or language where peer influence is likely to play an important role. 


The repetition of advertising messages both creates and reinforces cultural beliefs and values. For example, 


many advertisers continually stress the same selected benefits as integral features of their products or brands. 


Ads for mobile phones often stress features such as free air time, unlimited talk time and ability to send 


pictures. It is difficult to say whether product owners, after several years of cumulative exposure to such potent 


advertising appeals, inherently desire these benefits from their mobile phones or have been taught by marketers 


FIGURE 11.1 | Informal learning of culture 
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Source: M-one-11, Winter 2004. Photographer: Harold David. Creative: 
Daniela Marich. Reproduced by permission. 
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to desire them. In a sense, although specific product 
advertising may reinforce the benefits that consumers 
want from the product (as determined by consumer 
behaviour research), such advertising also ‘teaches’ 
future generations of consumers to expect the same 
benefits from the product category. 

Figure 11.2 shows that cultural meaning moves 
from the culturally constituted world to consumer 
goods, and from there to the individual consumer by 
means of various consumption-related vehicles. For 
example, the ever-popular T-shirt can furnish cultural 
meaning for wearers (see Table 11.1). Many of the 
symbols on T-shirts (‘Hard Rock Cafe’ or ‘Manchester 
United’) are common across the world. Specifically, 
T-shirts can function as trophies (e.g. proof of partici- 
pation, travel) or as self-proclaimed labels of belonging 
to a cultural category (e.g. Brisbane Lions, Barmy 
Army). T-shirts can also be used as a means of self- 
expression, which may provide wearers with the addi- 
tional benefit of serving as a ‘topic’ initiating social 
dialogue with others.* 


Enculfuration and acculturation 
In discussing the acquisition of culture, anthropolo- 
gists often distinguish between the learning of one’s 


own, or native, culture and the learning of 
FIGURE 11.2 | The movement of cultural meaning 


some other culture. The learning of one’s 


own culture is known as enculturation. The 


learning of a new or foreign culture is known . _ Culturally Constituted World 


as acculturation. In Chapter 15 we see that 


acculturation is an important concept for Advertising/Fashion Fashion 
marketers who plan to sell their products in System System 
foreign or multinational markets. In such 
cases, marketers must study the specific , | 
. Consumer Goods 
culture(s) of their potential target market in 
order to determine whether their products | 
will be acceptable to its members and, if so, Possession Exchange Grooming D Ivestment 
Ritual Ritual Ritual Ritual 
how they can best communicate the charac- | | | | 


teristics of their products to persuade the 
target market to buy. Individual Consumer 


Language and symbols 
shaded boxes = Location of Meaning 
To acquire a common culture, the members 


of a society must be able to communicate ——— Instrument of Meaning Transfer 


with each other through a common lan- — soyrce- Grant McCracken, ‘Culture and consumption: A theatrical account of the struc- 
guage. Without a common language, shared _ ture and movement of the cultural meaning of consumer goods’, Journal of Consumer 
Research, 13, June 1986, p. 72. Reprinted by permission of The University of Chicago 


meaning could not exist and true communi- ae 


cation would not take place (see Chapter 8). 

To communicate effectively with their audiences, marketers must use appropriate symbols to convey desired 
product images or characteristics. These symbols can be verbal or non-verbal. Verbal symbols may include a 
television or radio announcement? (e.g. ‘Where do you want to go today?’ Microsoft's slogan) or an adver- 
tisement in a magazine. Non-verbal communication includes the use of such symbols as figures (e.g. ‘Louie 
the Fly—for Mortein (see Figure 11.3)), colours (the red of Nestlé’s KitKat), shapes (Cadbury’s glass-and-a- 
half symbol) and even textures to lend additional meaning to print or broadcast advertisements, to trade- 
marks, and to packaging or product designs. 

Basically, it is the symbolic nature of human language that sets it apart from all other animal communica- 
tion. A symbol is anything that stands for something else. Any word is a symbol. The word ‘razor’ calls forth 
a specific image related to an individual's own knowledge and experience. The word ‘cyclone’ not only invokes 
the notion of wind and rain but also has the power to stir us emotionally, arousing feelings of danger and the 
need for protection and safety. Similarly, the word ‘jaguar has symbolic meaning; to some it suggests a fine 
luxury car; to others it implies wealth and status; to still others it suggests an animal to be seen at the zoo. 
The philosophy of semiotics (signs and their cultural meaning) has been adopted by marketers to help them 
understand the appropriate cultural symbols to use. Box 11.1 shows six key semiotic concepts that can be 
used to gain an insight into products and communications.°® 

The capacity to learn symbolically is primarily a human phenomenon; most other animals learn by direct 
experience. Clearly, the ability of humans to understand symbolically how a product, service or idea can 
satisfy their needs makes it easier for marketers to ‘sell’ the features and benefits of their offerings.’ Through 
a shared language and culture, individuals already know what the image means; thus, an association can 
be made without actively thinking about it. Figure 11.3 shows examples of symbols found in Australian 


advertising. 
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TABLE 11.1 | What’s on T-shirts 


Consumer* No. 1 No. 2 No. 3 No. 4 No. 5 
Gender Female Female Female Male Male 
Age 29 34 39 26 45 
T-shirt categories Number of T-shirts 


Affiliations and loyalties 
Work l 0 l l 5 


Teams/Organisations 6 2 5 4 
Activities 

sports participation 6 18 4 6 0 
Event attendance 5 0 2 9 3 
Travel/Vacation ] 6 / 2 8 
special/Other 0 6 0 0 0 
Personal meanings 

self-expression l 0 l 2 i 
Gifts 0 ‘ f 0 0 
Impersonal 

Company/Product 4 0 0 1 

Fashion 0 Z 0 0 0 
Totals 30 3/ 22 22 29 


Note: *The first consumer was the author of the article—T. Bettina Cornwell. 


Source: Adapted from T. Bettina Cornwell, ‘T-shirts as wearable diary: An examination of artifact consumption and garnering related to life events’, in 
M. E. Goldberg, G. Gorne & R. W. Pollay (eds), Advances in Consumer Research, 17 (Provo, UT: Association for Consumer Research, 1990), p. 377. 
Reprinted by permission. 


( FIGURE 11.3 | Symbols in Australian marketing | 


Louie the Fly Rosella Foods Early Kooka Stoves Collage of icons 


Source: <www.mortein.com.au/louie_friends.html>; Mimmo Cozzolino and Fysh Rutherford, Symbols of Australia, <www.symbolsofaustralia.com.au>. 


A symbol may have several, even contradictory, meanings so it is important that the advertiser ascertain 
exactly what the symbols are communicating to an intended audience. For example, the advertiser who uses 


a trademark depicting an old craftsman to symbolise careful workmanship may instead be communicating an 
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BOX 11.1 Key semiotic concepts 


Concept 


Explanation 


Examples 


~ Synchronic vs diachronic 


_ Langue vs parole 


Signifier vs signified 


_ Denotation vs 
connotation 


syntagmatic vs 
paradigmatic relations 


Metonymy vs metaphor 


One particular moment in time 
vs evolving trend. 


Rules of communication vs a 


specific implementation of them. 


The communication object vs 
all the content attached to the 
Signitier. 


Literal meaning vs the cultural 
meaning attached to a concept. 


A linear combination of symbols, 


such as words in a sentence vs 
all the possible symbols that 
could be used in one place in 
the sequence. 


Literal language or imagery vs 
non-literal imagery or hidden 


At one time smoking was seen as fashionable and 
sophisticated, progressively it has been socially vilified. 


Agreed use of a colour like blue or red to convey emotion 
(langue) vs a specific ad for Coca-Cola using red. 


A brand name such as Rolls-Royce and all the meaning 
attached to it (wealth, status, refinement). 


The marked price of a product is often used by 
consumers to connote quality. 


For example, advertisements may adopt a linear format 
of using an attention getting device, showing a product, 
branding a product and finishing with a tag line 
(syntagmatic). All possible tag lines would be in a 
paradigmatic relationship with one another. 


The use of the concepts of ‘family’ or ‘economic 
rationalism’ in political marketing. 


meanings. 


Source: Adapted from Malcolm Evans, ‘Semiotics: Culture and communications—common sense of the 21st century.’ Paper presented to the Annual Confer- 
ence of the Market Research Society of Australia, Adelaide, October 1999. Reproduced with the kind permission of the Australian Market and Social Research 
Society. 


image of outmoded methods and lack of style. The marketer who uses slang in an advertisement to attract a 
teenage audience must do so with great care. Slang that is offensive or outdated will symbolically date the 
marketer’s firm and product. 

Price and channels of distribution are also significant symbols of the marketer and the marketer's product. 
For example, price often implies quality to potential buyers (see Chapter 5). For certain products (e.g. clothing), 
the type of store in which the product is sold is also an important symbol of quality. In fact, all the elements 
of the marketing mix—the product, its promotion, its price, its packaging and the stores at which it is avail- 


able—are symbols that communicate a range of quality to potential buyers. 


Ritual 


In addition to language and symbols, culture includes various ritualised experiences and behaviours that, until 
recently, have been neglected by consumer researchers. A ritual is a type of symbolic activity consisting of a 
series of steps (multiple behaviours) occurring in a fixed sequence and repeated over time.® 

In practice, rituals extend over the human life cycle from birth to death, including a host of intermediate 
events (e.g. eighteenth birthdays, graduation, marriage). These rituals can be very public, elaborate, religious 
or civil ceremonies, or they can be as mundane as an individual’s grooming behaviour.” Ritualised behaviour 


is typically rather formal, and is often scripted behaviour (e.g. a religious service requiring a prayer book, or 
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the code of proper conduct in a court of law). It is also likely to occur repeatedly over time (e.g. singing the 
national anthem before the football grand final). Most important from the standpoint of marketers, rituals 
tend to be replete with ritual artifacts (products) that are associated with or somehow enhance performance 
of the ritual. For instance, a tree, stocking and a turkey are linked to the ritual of Christmas celebration; other 
rituals (such as a graduation, a wedding or the Saturday afternoon football match) have their own specific 
artifacts associated with them (see Table 11.2). 

In addition to a ritual, which is the way that something is traditionally done, there is also ritualistic behav- 
iour, which can be defined as any behaviour that a person has made into a ritual. For example, a family may 
have a tradition of where and how they celebrate Christmas, down to the foods that are prepared, the people 


who are invited and the gifts that are given. 


TABLE 11.2 | Selected rituals and associated artifacts 


Ritual Typical artifacts 

Graduation Gown and cloak, procession, formal photographs, afternoon tea 
Valentine's Day Card, flowers, newspaper notice 

Retirement Company party, watch, plaque 

Wedding White gown, reception 

Funeral Hearse, flowers, wake 

Football Beer, meat ples 

Birth of child Baby spoon, celebratory drinks 

Going to the gym Towel, leotard, water bottle 

Christmas Presents for friends and families, office parties 


CULTURE IS SHARED 


To be considered a cultural characteristic, a particular belief, value or practice must be shared by a significant 
portion of the society. Accordingly, culture is frequently viewed as group customs that link together the members 
of a society. Of course, common language is the critical cultural component that makes it possible for people 
to share values, experience and customs. 

Various social institutions within a society transmit the elements of culture and make the sharing of culture 
a reality. Chief among such institutions is the family, which serves as the primary agent for enculturation, the 
passing along of basic cultural beliefs, values and customs to society's newest members. A vital part of the encul- 
turation role of the family is the consumer socialisation of the young (see Chapter 9). This includes the 
teaching of such basic consumer-related values and skills as the meaning of money, the relationship between 
price and quality, the establishment of product tastes, preferences and habits, and appropriate methods of 
response to advertising. 

In addition to the family, two other institutions traditionally share much of the responsibility for the transfer 
of selected aspects of culture—the educational institution and the religious body. Educational institutions are 
specifically charged with imparting basic learning skills, history, patriotism, citizenship and the technical 
training needed to prepare people for significant roles within society. Religious institutions provide a moral 
leadership for society even in a relatively secular society like Australia. Although the young receive much of 
their consumer training in the family setting, the educational and religious systems reinforce such training 
through the teaching of economic and ethical concepts. 
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A fourth social institution that plays a major role in the transfer of culture throughout society is the mass 
media. Given the extensive exposure of the Australian population to both print, Internet and broadcast media, 
and the easily ingested, entertaining format in which the contents of such media are usually presented, it is 
not surprising that the mass media are an important vehicle for imparting, reinforcing and occasionally changing 
a wide range of cultural values. Australians have a clear example of this with SBS television. One of its major 
benefits may be termed cultural maintenance, that is, helping Australians of a non-English-speaking back- 
ground (NESB) to celebrate their cultural origins.'° 

We are exposed daily to advertising, an important component of the media. It not only underwrites, or 
makes economically feasible, the editorial or programming content of the media, but also transmits much 
about our culture. Without advertising, it would be almost impossible to disseminate information about 
products, ideas and causes. Consumers receive important cultural information from advertising. For example, 
it has been hypothesised that one of the roles of advertising in sophisticated magazines like Vanity Fair is to 
instruct readers how to dress, how to decorate their homes, and what foods and wines to serve to guests—in 
other words, what types of behaviour are most appropriate to their particular social class.'! 

Thus, while the scope of advertising is often considered to be limited to influencing the demand for specific 
products or services, in a cultural context advertising has the expanded mission of reinforcing established 
cultural values and aiding in the dissemination of new tastes, habits and customs. In planning their advertis- 
ing, marketers should recognise that advertising is an important agent for social change in our society. 


CULTURE IS DYNAMIC 


To fulfil its need-gratifying role, culture must continually evolve if it is to function in the best interests of a 
society. For this reason, the marketer must carefully monitor the sociocultural environment in order to market 
an existing product more effectively, or to develop promising new products. This is not an easy task, since many 
factors are likely to produce cultural changes within a given society (new technology, population shifts, resource 
shortages, wars, changing values, customs borrowed from other cultures). For example, a major cultural 
change in our society is the expanding role choices of Australian women. Today, most women work outside 
the home, frequently in careers that were once considered exclusively male. Also, women are increasingly 
active in social and athletic activities outside the home. Advertising is now reflecting that reality. 

All this adds up to a blurring of traditional male-female sex roles. These changes mean that marketers have 
had to reconsider who are the purchasers and the users of their products (males only, females only, or both), 
when they do their shopping, how and where they can be reached by the media, and what new product and 
service needs are emerging. For example, with the spread of AIDS, condom manufacturers, who had tradi- 
tionally marketed their product exclusively to men, now also target condoms to women; indeed, some brands 
are specifically named, packaged and advertised to female purchasers. 

Marketers who monitor cultural changes often find new opportunities to increase corporate profitability. 
The recent cultural changes in the role of women have justified such changes in marketing focus. Marketers 
of life insurance, leisure wear, toy electric trains and small cigars are among those who have attempted to take 
advantage of the dramatically shifting sense of what is feminine. Banks now market products to single women. 
This sex-role shift has also had an impact on traditional male roles. Today, cosmetic firms such as Aramis are 
successfully marketing skin care and other cosmetic products to men. From time to time, magazines publish 
a list of ‘what’s hot and what’s not’ which details fashion trends. 


» The measurement of culture 


A wide range of measurement techniques is employed in the study of culture. The major approaches are 


reviewed here. 


CHAPTER 11 The influence of culture on consumer behaviour » 381 


CONTENT ANALYSIS 


Conclusions about a society, or specific aspects of a society, can sometimes be drawn from an examination of 
the content of its messages. Content analysis, as the name implies, focuses on the content of verbal, written 
and pictorial communications (e.g. the copy and art composition of an advertisement). It provides a relatively 
objective means of determining whether social and cultural changes have occurred in a specific society.'* For 
instance, consumer researchers can use content analysis to examine how migrants, families, women and the 
elderly have been depicted in the mass media.'? Content analysis could also be used to explore trends in the 
style and layout of various types of advertising. 

Content analysis is useful to both marketers and public policy makers interested in comparing the adver- 
tising claims of competitors within a specific industry, and for evaluating the nature of advertising claims 
targeted to specific audiences (e.g. women, the elderly, children). A content analysis of 263 ads appearing in 
eight issues of the US Seventeen magazine, four Japanese issues and four American issues, found that teenage 
girls are portrayed differently. The research concluded that these ‘differences correspond to each country’s 
central concepts of self and society.’ While American teen girls are often associated with images of ‘indepen- 
dence and determination, Japanese teen girls are most often portrayed with a ‘happy, playful, childlike girlish 
image.’!* In another content analysis study—this one comparing American and Chinese television commer- 
cials targeted to children—the research revealed that 82% of the Chinese ads aimed at children were for food 


products; whereas 56% of the ads directed at American children were for toys." 


Consumer fieldwork 

In examining a specific society, anthropologists frequently immerse themselves in the environment under 
study. As trained researchers, they are likely to select a small group of people from a particular society and care- 
fully observe their behaviour. Based on their observations, they then draw conclusions about the values, beliefs 
arid customs of the society under investigation. For example, if researchers were interested in how people 
select a DVD to rent, they might position trained observers in movie rental stores and note how specific types 
of movies are selected (new release movies, ‘blockbusters’ versus classics, action versus horror films, cartoons 
versus R-rated content). The researchers might also be interested in the degree of search that accompanies 
the choice; that is, how often consumers take a DVD off the shelf, read the description and put it back again 
before selecting the DVD they finally rent. Such information would be of interest to a company such as Block- 
buster and also to providers of movie services such as video-on-demand (available on pay television). 

The distinct characteristics of field observation are (1) it takes place within a natural environment, (2) it 
is sometimes performed without the subjects’ awareness, and (3) it focuses on observation of behaviour. Since 
the emphasis is on a natural environment and observable behaviour, field observation concerned with consumer 
behaviour often focuses on in-store shopping behaviour and less frequently on in-home preparation and 
consumption.’© 

In some cases, instead of just observing behaviour, researchers become participant-observers (i.e. they 
become active members of the environment they are studying). In commercial market research, this is normally 
known as shadow shopping. For example, a researcher interested in examining how women select new clothes 
might take a sales position in a women’s clothing store in order to observe directly, and even interact with, 
customers in the transaction process. 

Both field observation and participant-observer research require highly skilled researchers who can separate 
their own emotions from what they actually observe in their professional roles. Both techniques provide 
valuable insights that might not easily be obtained through survey research that simply asks consumers ques- 
tions about their behaviour. Care should be taken with such research; it would be unethical to disadvantage 


individuals (e.g. service staff in a store) who are unwittingly taking part. 
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In addition to fieldwork methods, in-depth interviews and focus groups (using techniques such as story- 
telling to elicit social metaphors, critical incident research and semiotic approaches) are also quite often 
employed by marketers to get a ‘first look’ at an emerging social or cultural change. In the relatively informal 
atmosphere of group discussions or depth interviews, consumers are apt to reveal attitudes or behaviour that 
could signal a shift in values that in turn might affect the long-run market acceptance of a product or service. 
For example, car insurance companies might investigate all the hassles, lost time, delays and inconvenience 
faced by customers in getting their cars fixed after an accident. By reducing the tasks required to be done by 
customers, companies have found that they can identify ways to add value. 

An approach that has grown in popularity is the use of means-end chains to understand the ultimate values 
that drive behaviour. Using the interview technique of laddering, researchers ask consumers to give an account 
of their behaviour. For each answer given, the researchers ask for further elaboration until the ultimate reasons 
(terminal values or motives) are uncovered.!’ The approach is often useful because it links motives to the 
means of satisfying them. Once values are identified they can be used in survey research to quantify market 
opportunities. Like all qualitative research techniques, its value depends greatly on the questioning and inter- 
pretive skills of the researcher. Morris Holbrook has proposed a typology of experienced consumer value to 


synthesise previous research. The classification is shown in Table 11.3. 


VALUE MEASUREMENT SURVEY INSTRUMENTS 


Anthropologists have traditionally observed the behaviour of members of a specific society and inferred from 
such behaviour the dominant or underlying values of the society. In recent years, however, there has been a 
gradual shift to measuring values directly by means of survey (questionnaire) research.!§ Researchers use data 
collection instruments called values instruments to ask people how they feel about such basic personal and 
social concepts as freedom, comfort, national security and peace. 

Several value instruments have been used in consumer behaviour studies. The Rokeach Value Survey, a 
selt-administered value inventory, is divided into two complementary parts. The first part consists of 18 terminal 
value items, which are designed to measure the relative importance of end-states of existence (i.e. funda- 
mental personal goals). The second part consists of 18 instrumental value items, which measure basic approaches 
an individual might take to reach end-state values. Thus, the first half of the measurement instrument deals 


with ends, while the second half considers means.” 


Typology of experienced consumer value 


Extrinsic Intrinsic 


Self-oriented Active EFFICIENCY PLAY 
(O/l, convenience) (fun) 


Reactive EXCELLENCE AESTHETICS 
(quality) (beauty) 


Other-oriented Active STATUS ETHICS 
(success, impression management) (virtue, justice, morality) 


Reactive ESTEEM SPIRITUALITY 
(reputation, materialism, possessions) (faith, ecstasy, sacredness, magic) 


Source: Morris B. Holbrook, ‘Introduction to consumer value’, in Morris B. Holbrook (ed.), Consumer Value: A Framework for Analysis and Research 
(London: Routledge, 1999). 
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Studies in a number of countries have shown a relationship between these values and consumer behaviour. 
One US study found that a subset of 24 of the 36 value items in the Rokeach Value Survey were particularly 
relevant to product consumption.”° In a Brazilian study, Rokeach value measures were used to segment 
consumers into six groups. Two of these segments were correlated with consumer behaviour. One of these, 
concerned with a less materialistic and non-hedonist orientation, was related to behaviour such as gardening, 
reading and going out with the family. The other, mostly concerned with self-centred values, was found to be 
related to a preference for provocative clothes in the latest fashion, an active lifestyle and a desire to try new 
products.*! 

The Kahle’s List of Values (LOV) instrument has been designed specifically to study consumers’ personal 
values. It asks consumers to choose their two most important values from a nine-value list (such as ‘warm 
relationships with others’, ‘a sense of belonging’, ‘a sense of accomplishment’) based on the terminal values 
of the Rokeach Value Survey.”* The Schwartz Value Survey, also having its origin in the Rokeach value 
measures, attempts to describe a universal list of values.’? It is discussed in more detail below. Psychographic 
measures, like VALS (see Chapter 2) implicitly incorporate values into their inventories of Activities, Inter- 
ests and Opinions (AIOs). In Australia, commercial measures of values have been used, particularly the Roy 


Morgan Research Values Segments. 


AUSTRALIAN VALUES SEGMENTS 


This approach to segmentation was devised by Colin Benjamin of the Horizons Network, in conjunction with 
Roy Morgan Research. The ten segments are based on responses to seven questions concerning values about 
matters such as family life, religion and leading an exciting life. These were combined with five demographic 
variables (including family life cycle and income) and factor analysed, assigning individuals to one of nine 
groups. One of the groups, Family Life, was further subdivided into two groups, Traditional Family Life, repre- 
senting the responses of people who were likely to be empty nesters, and Conventional Family Life, representing 
younger families focused on the quality of life for their children. Box 11.2 describes the ten segments that 


were produced. 


- BOX 11.2 Australian Values Segments 


Basic Needs© (3%) : 
This pattern of thinking or MINDSET™ is usually associated with older people who are retired, pensioners or people on social 
~ security payments who have an active community focus to their lives, and with people on sickness benefits or workers compen- 
_ sation who have to reduce their expectations in line with reduced income. / 


Fairer Deal© (5%) 
This pattern of thinking is generally found among unskilled and semi-skilled workers who left school to start learning from friends 
who share blue-denim values. This MINDSET™ is more likely to experience unemployment, family pressures and the feeling 
of getting a raw deal out of life. 


| Traditional Family Life© (20%) 
This pattern of thinking personifies middle-aging Australian home owners with relatively stable incomes that meet the needs 
of the smaller household. Energies revolve around the ideal of becoming grandparents or getting children to come home for 
- visits or at least to keep in touch. Health and spirituality dominate a sense of meaning and purpose in life, and being well- 
_ respected in the community is very important. 
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_ Conventional Family Life© (9%) 

— This pattern of thinking is most closely associated with suburban families devoting all their time and efforts to building a 
‘home’ to give their children the opportunities they deserve, striving to improve their home, enjoying family life and having 
enough time to keep in touch with their parents and friends. 


_ Look-at-Me© (12%) 

This pattern of thinking is associated with active, unsophisticated, somewhat self-centred and peer-driven behaviour that 

_ sees success as a kind of game and not to be measured by family standards. This is the pattern of the ‘decibel generation’ 
that lives in McDonald's, drinks Pepsi, burns up money (their own and their parents’), spends hours watching commercial TV / 
and can't wait to be somewhere else. 


_ Something Better© (7%) 
This pattern of thinking is associated with people who are very competitive, seeking to clinch a bigger, better deal that will . 
develop a little bit more to help pay off an excessive mortgage on the new family home. This MINDSET™ has extensive debts — 
and a strong preference for more power, improved status and security. 


_ Real Conservatism© (4%) 
This pattern of thinking is associated with people who are mature and mid-career, holding conservative social, moral and 
ethical values, and seeking a disciplined, ordered society that is safe and predictable. There is a strong tendency towards — 
authoritarian, blue-chip, business-oriented preferences that offer security and the feeling of being very much in control. This 
Is a common pattern in rural settings. 


- Young Optimism© (8%) 
This pattern of thinking is associated with young professionals, technocrats and students whose thoughts are focused on — 
achieving a good career, overseas travel and generally improving their prospects in life, having a sense of fulfilment and a ~ 
_ chance to enjoy an outgoing lifestyle. It is generally more prevalent in inner-city and urban lifestyle settings. 


_ Visible Achievement© (18%) 

~ This pattern of thinking is associated with the proof of having made it up the seemingly never-ending social ladder. Personal — 
recognition, higher incomes, job satisfaction and other tangible rewards of success such as travel, recreation and high-quality — 
homes, vehicles and holiday locations provide the very best of visible good living. 


_ Socially Aware© (14%) 

_ This pattern of thinking is usually associated with the highest socioeconomic group in the community. This MINDSET™ is the 
- specialty of public servants, pressure groups, business analysts and politicians of all political colours. These ‘insatiable infor- ' 
~ mation vacuum cleaners’ are addicted to finding out or trying anything that’s new or different and persuading others to accept — 
_ their opinions, priorities and lifestyle preferences. 


_ Source: Roy Morgan Single Source Australia: April 2003—March 2004. Based on a sample of 55 687 Australians aged 14 and over. Developed in conjunction 
~ with Colin Benjamin of The Horizons Network. 


These values segments have been used to analyse a broad range of marketing data collected by Roy Morgan 
Research for products ranging from motor vehicles to magazines and fast-moving consumer goods.”* In 
Table 11.4, a list of magazines is shown and analysed in terms of the readership by the ten values segments. 
In looking at the results, it can be seen that some magazines, (e.g. Women’s Weekly) have high readership 
among all values segments and that some values segments (e.g. Basic Needs) read magazines less often than 


the other segments. Bearing this in mind, it is evident that some segments are disproportionately likely to 
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read some magazines. For example, the Basic Needs segment had a high proportion who read TV Week while 
Good Weekend had its highest readership among the Socially Aware segment. Members of this latter segment 
are less likely to be readers of popular women’s magazines, such as New Idea. 

Such analyses are of use to two groups of marketers. Among magazine publishers, the results help them 
understand who their readers are and the extent to which they are correctly positioned. For example, certain 
magazines may wish to target groups with high levels of disposable income. To attract such readers, they may 
have to change the content of the magazine to reflect the values held by the segment. Among advertisers, there 
will be interest in knowing the values segments for which the magazine has special appeal. They may also 
wish to vary the themes in their advertising, depending on the magazine in which they are promoting their 
services and products. 

Recently, the values segments have been aligned with a hybrid segmentation tool known as the Colour- 
Grid™ (see Figure 11.4). Ata household level, it combines household composition and geodemographic data 
to produce a 16-segment view of Australia. By modelling the relationship between the grid segments on one 
hand and media and values data on the other, the system aims to answer the question, ‘Who should I target, 
where should I target them, with what message, delivered in what medium?’ 

By modelling the relationship between the segments and values data, they can be said to represent several 


key cultural dimensions” as Figure 11.5 (page 390) shows: 


1. Individualism/collectivism—T versus ‘we’ 


2. Power distance—‘Them’ versus ‘us’ 


( roure 1. | ColourGrid™ Segments Map 


Green and lime represent the average family demand 
profiles—lime being slightly better off and younger and 
more aspirational. 


Blue and ‘urguase are 
affluent, established homes. 
These are the premium 


Orde." P*ueitial demand markets. 
Wealthy Samilies 


These colours represent the 
older households of Australia 
—Navy, for example are the 


older well-off retirees, brown 
conservative but still doing 
OK, white are those In care. 


Cautious ir ff Big} Ambitious young 
inves” £ 0 Nambitionsy professionals busy making 
, their mark. 


—everybody’s 
grandparents, not yet retired 
—most doing babysitting 
duties! 


The vivid and bright colours 
are youth—red is very 


Younger Pre-. J young children, crimson the 


Ch."dren SOP” of 


‘tweens’, pink are teenagers 
and orange older again (some 
working) some in their early 
twenties. 


The battlers—=*<¥ are older, 
whilst black are the younger 
strugglers. 


Source: © Intellectual Property Holdings Pty Ltd—Colin Benjamin. 
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3. Uncertainty avoidance/acceptance 


4. Past present or future orientation. 


The nearly eight million households in Australia are arranged into privacy pods” of about 200 households each. 
Each pod can then be profiled in terms of the 16 typologies. This enables geographic targeting by a range of 
marketers including retailers, political parties, financial organisations and product companies such as Bang 


Olufsen to select which markets to target. 


SOCIAL TRENDS RESEARCH 


The spotting of social trends is also of interest to marketers. Several commercial services in the US and else- 
where track emerging values and social trends for businesses and government agencies. These include 
AustraliaSCAN™2° (see Box 11.3), which is based on the US DYG SCAN®.?’ It aims to discover and track a 
range of social trends of interest to marketers. By carefully interpreting social trends and determining which 
demographic segments are most affected by a particular group of trends, marketers may gain advance warnings 


of likely shifts in demand for various product and service categories. 


BOX 11.3  AustraliaSCAN™ Social Trends Monitor 


AustraliaSCAN™ is based on an wide-ranging annual survey of 2000 consumers, plus qualitative research. As well as values 

measurement, it records a wealth of other data on Australians and their lives, their aspirations, their fears, their beliefs and 

their relationships with government, business, markets and brands. Companies use the data to develop their product offer- 

ings and the manner in which they are promoted. In 2003, AustraliaSCAN identified an overall trend it called ‘a return to — 

Middle Earth,’ based on the emerging supremacy of the pragmatic and ‘common sense’ values of Middle Australians as a 

reaction against the more theoretical post-modern ‘ideologies’ of the 1990s ‘elites’. Its view was based on several sub-trends. — 
~ A-youth version, YouthSCAN has also been developed. 


Trusting your own judgment 
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How much confidence do you have in Local Shopkeepers? 
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| Growing scepticism has eroded the credibility of all the institutions (business, church, government, activists and experts) 
and has left behind a growing self-confidence in people's ability to form their own judgments as to what is right for them in 
their circumstances. In this world, direct personal experience and the recommendation of friends and acquaintances has taken 
ona new value. A growth in appreciation of local shops and outlets and a distrust of ideology is apparent. 
The increasing demands, from all sources, on Australians’ time, attention and energies were predicted by many to lead 

to an ‘epidemic of stress’. This may have been true for some, but for most Australians the converse has occurred. Today 
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Filter and focus 
The epidemic of stress 


AustrallaSCAN Stress Index 


Focusing on what’s really important 
In the past year, have you spent more time, less time or the same / 
amount of time... 


Index average feeling more stress than a year ago 11 dimensions (1993-2002) Nett % people claiming ‘More time’ vs those claiming ‘Less time’ 
a More Time 


10 Meals at 0 a 2 | | 
Use internet , ; 
With my family 
Gardening 
Using computer 
Housework/cooking .. 
Go for a walk 
Study/work .. a 
Listen to/ ” 

play music 


cn o> | Co (ce) 


| | 1994 1995 1996 1997 1998 1999 2000 2001 2002 


_ Australians are more ‘relaxed and comfortable’ than they have been for a decade. Armed with a new self-confidence in their 
own judgment, Australians have focused on those aspects of their lives that are most important to them (as opposed to what — 

others tell them should be important) and filtered out the extraneous, irrelevant, unproductive, or merely fashionable. What 
~ Australians judge to be ‘most important’ can be gauged by looking at how they perceive their leisure time changing. The 


winners are clearly activities focused on home and family. Home theatre, a better selection of meals and home improvement 


_ television reflects this trend. 


Practicality over ideology 


Business: Not necessarily to be trusted on its own 


2002: Nett % need for change in business regulation 


— 4 6 — 


26 29 
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Base: Those perceiving need for a change. 


Idealism about nature, the environment or dealings with other cultures has been replaced with a more pragmatic approach. 
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Growth of authentic brands 
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Top 2 Best Brands 
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Figures taken trom Youth Scan, a related monitor among 1000 young people aged 10-17. In simplistic terms this can be 
represented as the inversion of the classic ‘top-down’ model where the dominant factor was main media advertising. Today’s 
new brands are more likely to be grown by a ‘bottom-up’ approach where the power of local delivery and word-of-mouth 
recommendation is the focus. 


Source: AustraliaSCAN™: a service provided by Quantum Market Research. 


[_FiguRE 11.5 | Cultural dimensions of the ColourGrid™ Segments Map 
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Source: © Intellectual Property Holdings Pty Ltd—Colin Benjamin. 


The Westpac—Melbourne Institute Survey of Consumer Sentiment’® has been collected monthly since 1975. 
Using five questions about consumers’ economic optimism (e.g. whether today is the right time to buy major 
household items). It is said to be a leading indicator of consumer economic activity. Figure 11.6 shows changes 
in the monthly Index between 1990 and 2003. The figures have been deseasonalised. 


» Australian core values 


What is Australian culture? One answer to this question is that there is a set of core values that both affect and 


reflect the character of Australian society.”? As we shall see, the evidence is far from consistent. First, Australia 


is a diverse country, consisting of a variety of subcultures (religious, ethnic, regional, racial and economic 
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groups), each of which interprets and responds to society's basic beliefs and values in its own specific way (see 
Chapter 12). Second, Australia is a dynamic society that has undergone almost constant change in response to 
migration, the economy and technology. This element of rapid change makes it especially difficult to monitor 
changes in cultural values. Finally, the existence of contradictory values in society is obvious. As an example, 
Australians traditionally embrace freedom of choice and individualism, while simultaneously valuing the collec- 
tive ideal of mateship. In the context of consumer behaviour, Australians like to have a wide choice of products 
(such as cars and electronics) from around the world, yet ‘Buy Australian’ and ‘Australian made—Australian 
owned’ campaigns encourage people to consider locally produced and owned merchandise.*° 

Australian researchers have argued that key personal values (such as personal competence) and social 
values (such as having enjoyable spare-time activities and a good family life) contribute to the satisfaction 
and happiness that people get out of life.°' For people in service industries and other white-collar professions, 
the expression of personal competence at work has resulted in longer and longer hours, compromising those 
very social values. 

With all this diversity, it would be easy for marketers to overreact and ignore values. But when you ask 
sojourners in Australia (such as consumer marketing students from the Asia-Pacific region) about this, their 
answers are clear. There does seem to be a set of common, core values that apply to most Australians, most of 
the time. The key issue for marketers is to understand when and with whom they are relevant. 


Essentially, a core value must fulfil three criteria: 


1. The value must be pervasive. A significant portion of the Australian people must accept the value and use 
it as a guide for their attitudes and actions. 

2. The value must be relatively enduring. The specific value must have influenced the actions of the Australian 
people over an extended period of time (as distinguished from a short-run trend). 

3. If the value is to be useful to marketers, it must be consumer-related. The specific value must provide 
insights that help us understand the consumption actions of the Australian people. 
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TEN CORE AUSTRALIAN VALUES 


Meeting these criteria are a number of basic values that expert observers of the Australian scene consider the 
‘building blocks’ of that rather elusive concept called the Australian character. The Schwartz Values Inventory 
has been used to measure these values. Figure 11.7 shows how Australians respond to the inventory. Australian 
researcher Norman Feather has used the inventory to discern ten underlying value dimensions held by 


Australians.°? 


Achievement 

In a broad cultural context, achievement is a major Australian value, with historical roots that can be traced 
to the taming of a harsh environment and land. Individuals who consider a ‘sense of accomplishment’ to be 
an important personal value tend to be achievers who strive hard for success.*? Although historically associ- 
ated with male business executives, ‘achievement’ is now an increasingly sought after female value. 

Success is a closely-related Australian cultural theme. However, achievement and success do differ. Specit- 
ically, achievement is its own direct reward (it is implicitly satisfying to the achiever); whereas success implies 
an extrinsic reward (such as financial or status improvements). Both achievement and success influence 
consumption. They often serve as social and moral justification for the acquisition of goods and services. For 
example, ‘You ought to be congratulated’ (Meadow Lea), ‘A hard-earned thirst deserves an ice cold beer’ (Victoria 
Bitter) and ‘You deserve it’ are popular achievement themes used by advertisers to coax consumers into purchas- 
ing their products. And, regardless of gender, achievement-oriented people often enjoy conspicuous consump- 
tion because it allows them to display symbols of their achievement. When it comes to personal development 


and preparation for future careers, the themes of achievement and success are especially appropriate. 


[ FIGURE 11.7 Australian values based on the Schwartz Values Inventory 
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Power 

This value relates to having social power, wealth, public image and authority. Often the social power is reflected 
in high-quality overseas products brought to Australia. For example, prestige car advertising for Lexus reflects 
the social (and economic) power embodied in this value. Hotel and resort advertising often portrays this value 
in business magazines. As shown in Chapter 10, there are increasing discrepancies in wealth in Australia. 
Despite this, Australians are often suspicious of the public display of social power. The classic Stella Artois 
‘About as sophisticated as a beer can get’ advertising (which depicts just the opposite) reflects this tension. In 
the Australian context, it is all right for advertisers to show individuals that they can enjoy having social 


power, so long as they do not imply that people will flaunt it. Australians are said to dislike ‘tall poppies’. 


Hedonism 

Hedonists look to indulge themselves, for the sheer pleasure of doing so. Peters ‘Heaven on a Stick’ advertis- 
ing, Diet Coke’s ‘Just for the taste of it and Magnum ice-cream ‘The most fun you can have at home’ adver- 
tising reflect this value. 


stimulation 

This retlects a desire for change and excitement. Pepsi Max advertising and the Toyota Corolla ‘Looks like it 
wants to Mooove!’ slogan provide clear examples of this, while the ubiquitous ‘new’ reflects a common need 
for change in much advertising. Advertising for hair shampoo consistently shows this approach. Brands are 
forever being launched, improved, relaunched or given new ingredients. 


Self-direction 
Self-directed people value freedom, creativity, curiosity and the choice to be whatever they want to be. All 
those many jeans commercials with the free spirits riding their bikes (or planes) off into the West reflect this 


value. 


Universalism 

This reflects wisdom, a world of beauty, social justice, equality and unity with nature. The Pyrenees Victoria 
advertisement in Figure 11.8 shows this value in an Australian context. Other examples include the Nescafé 
Gold commercials set in Africa, ‘Dolphin-free’ commercials for tuna and World Vision appeals. While there are 
cultural variations about what constitutes beauty, current Australian society regards youthfulness as an impor- 
tant indicator. This is a common theme in much advertising, traditionally aimed at women but also aimed at 


men these days. See Figure 11.9 for an example. 


Benevolence 
Benevolent people value honesty, loyalty, helpfulness, forgiveness and responsibility. Perhaps this value is best 
embodied in the Christian Television Association announcements or in advertising for the Salvation Army. 


Tradition 


This shows itself in a respect for tradition, devotion and being moderate. The value is expressed in the Mercan- 
tile Mutual ‘cricket’ campaign, the ‘Aussie kids are Weet-Bix kids’ campaign and ads for Vegemite showing 


children of an earlier era. 


Conformity 

Conformists value self-discipline, obedience, politeness and the honouring of parents and elders. In tradi- 
tional European, African and Asian societies, the elderly are revered for having the wisdom of experience that 
comes with age. In Australia, this is far less obvious with perhaps only former sports heroes such as Steve 
Waugh or ex-prime ministers such as Malcolm Fraser enjoying this public status. 
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Conformity to one’s peer group, however, is strong. One of this book’s authors was travelling in Greece and 
was confronted by a lad dressed in exactly the same way as his teenage son: hairstyle, joggers, jeans and 
T-shirt all carried the same universal look. Particularly among teenagers, universal deviation from the adult 


world is cool! 


Security 

This reflects family security, national security, social order and cleanliness. Advertising that picked up this 
theme included the campaigns for ‘Be alert, not alarmed’ anti-terrorism and the Domestos ‘hospital strength’ 
disinfectant. Polticians are masters at playing on perceived threats to national security, such as asylum seekers 


or terrorists. 


Overall, these values could provide a useful means for segmenting consumers, with respect to what they are 
likely to notice and buy. They may underpin how Australians see their national identity. Phillips has described 
two approaches to this issue: inclusive Australian identity refers to an overall approach to the concept of being 
Australian, with Australians showing higher levels of pride than most other peoples, endorsing patriotism as 
a value and supporting Australian institutions such as the legal system; an exclusive approach attempts to 
define traditional ways of life or to define out-groups not considered to be a genuine part of Australian society 


or even a threat to it.°* 
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CORE VALUES FOR SERVICES 


Another approach to core values is to understand what 
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can make adjustment for a service that is poor, if it is 
reliable. For example, if a train service is always at least 


two minutes late, then the consumer can adjust to this. __ the appearance of lines and wrinkles. 


Awaken to younger looking skin! 


But if the train sometimes arrives two minutes early, 
sometimes on time and sometimes late, the consumer 
has a dilemma. She has to arrive at the railway station 
two minutes early, just in case. She expects the worst, 
but judges the service against the best. In this case, she 
knows the train service can arrive on time and 


condemns it when it does not do so. Source: Courtesy of Estee Lauder. 


Timeliness 

Consumers want services at the time they need them, not at the convenience of service providers. They also 
dislike waiting in queues or similar delays. Telstra advertised its Big Pond service as having a fast connection 
time, while McDonald’s has at times promised consumers a guaranteed time between placing an order and 


receiving it. 


Effectiveness 
Consumers want the service or product to do the job. While it is pleasant that an appliance repair service has 
friendly people who take an interest in the customer, the service is perceived as being no good if they cannot 


fix the faulty appliance. 
Efficiency 


When it comes to efficiency, Australians admire anything that saves them time and money. In terms of prac- 
ticality, they are generally receptive to any new product that makes tasks easier and can help solve problems. 
Insurance companies now advertise their fast and efficient service for settling claims. The frequency with 
which Australians look at their watches, and the importance attached to having an accurate timepiece, tend 
to support the Australian value of punctuality (certainly in comparison with other countries in the Asia-Pacific 


region). 


Ease 
Services are essentially co-productions between the supplier and the buyer. For example, to get service from 


a bank teller, a consumer typically has to fill in forms and wait in a queue. The more service providers require 
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the customer to do, the less value the customer is receiving. Thus, providers try to make using the service as 
simple and hassle-free as possible. Master queues in banks, simplified bills and forms, simple check-in services, 
fast checkout, valet parking and good signage all reflect this desire to make life simple for consumers. In the 


product domain, convenience products like instant coffee and beef shortcuts have become acceptable. 


Responsiveness 

Consumers make jokes about service counters where the staff response to the customer is an abrupt ‘What 
do you want?’. Consumers want services that respond to their situation, that acknowledge them personally. 
In an era of database marketing, it is possible for marketers to customise their services in a way that customers 
find useful. A bartender who knows the customer's usual drink is a small example of this. As long as privacy 


is not infringed, such customer profiling can increase the value of service. 


CORE VALUES ARE NOT JUST AUSTRALIAN 


The cultural values just examined are not uniquely Australian.°? Nor do all Australians accept all of the values. 
Although many Australian families originated from English or Irish settlers, the country has seen successive 
waves of immigrants from many other cultures, particularly following World War II. Since the Vietnam War, 
more migrants have come from the Asia-Pacific region, adding further to a diversity of values. Finally, Aborig- 
inal Australians belong to complex social systems with very different languages and cultural values. 

However, there are also forces at play for a convergence of Australian values with those from elsewhere in 
the world. In common with most other societies, Australia imports a considerable amount of television, video 
and other media, much of which is American in origin and which reflects that society’s values. Current market- 
ing practices, as embodied by McDonalds, also point to practices and values becoming increasingly shared with 
American culture. Even the language spoken in the two countries is broadly similar and, some argue, becoming 
more so. The Free Trade Agreement between Australia and the United States can be expected to strengthen 
these cultural ties. 

Marketers therefore need to monitor the changes in Australian society to ensure that their products and 
services are appropriately targeted. In using values as a basis for marketing, they must resolve the following 


key questions: 


i Does knowing personal or family values improve my ability to understand and to segment my specific 
marketplace? 

i Can I reflect these values in my advertising in ways that attract (or resonate with) my target markets (see 
Chapter 8), without alienating secondary markets? 
Which set of values provides the best basis for segmentation? 
How do I locate and target consumers who hold these values? 


Is it worth the time and expense of collecting values information to allow me to segment my marketing? 


There will be many situations where demographics provide a better basis for segmentation. 
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CASE STUDY 11.1 


The Ritual of Watching Shortland Street 


Dr Suzette Major, Department of Screen & Media Studies, University of Waikato, Hamilton, New Zealand 


The end of a busy working day. As you drive home, the urgent tasks that never got completed swirl around 
in your mind, clashing with thoughts of what to make for dinner. The legs feel tired, the stomach hungry, the 
head exhausted. You scramble something together to ease the hunger pains, and collapse on the couch with 
a meal in hand. Reaching for the remote, you switch immediately to Channel 2. The time is 7 p.m. Your escape 
from reality is about to begin. That escape comes by way of the television series Shortland Street. 

For many New Zealand men and women, the above scenario describes a typical weekday evening. The 
ritualistic behaviour of switching on New Zealand's longest running television drama at 7 p.m. each weeknight 
is the way to switch off from the busy working day. Shortland Street has reached almost an iconic, institutional 
position in New Zealand society. I would defy any New Zealander who hasn’t at some time watched this 
hospital drama. 

Shortland Street is an ‘urban, medical-based five nights-a-week serial drama centred on a cross-section of 
New Zealanders who care for their patients, the hospital where they work, their families and community’. 
This television series has been one of the highest rating programs in New Zealand since it began screening on 
25 May 1992. Shortland Street is made by South Pacific Pictures and sold to Television New Zealand (TVNZ), 
as well as 14 countries worldwide. 

The target audience for Shortland Street is 18-44-year-olds. The Channel 2 audience is skewed towards 
females. Shortland Street fans range from tradespeople to housewives, students to business professionals. The 
multicultural cast attracts multicultural viewers, including Pakeha, Maori, Pacific Island, Asian and Indian. 

Ritualistically watching Shortland Street impacts not only on the individual viewer, but also on society at 
large. Through its subject matter, as well as the core characters, Shortland Street influences New Zealand 
culture. Habitual consumption of a media product such as a nightly television drama can affect how we behave, 
how we dress, what we say, what we value, and how we relate. Shortland Street provides a particularly inter- 
esting case study for examining such impacts because of its long-standing place in New Zealand society. For 
over 12 years, we have watched this program, and changed with it, or perhaps in part because of it. 

Viewing 1992 episodes of Shortland Street tells as something about the values and beliefs of that time. The 
clothing appears foreign and old-fashioned relative to today’s style. The nurses’ uniforms look maternal and 
conservative, with the front panel buttoned high to the neck line. Outside the hospital walls, women are 
costumed with big hair and large earrings, typical of the 80s and early 90s. 

Technology is noticeable by its absence. Appointments are made by pen in diaries, rather than computers. 
When mobile phones are shown they are large, with pull-out aerials. By contrast, 2004 episodes include 
patients emailing via their portable laptops from their hospital beds. 

The increasing use of Maori language is also apparent. Whereas the receptionist in the 1992 episode answers 
the phone with ‘Shortland Street A & E, can I help you?’, the 2004 receptionist always begins the conversa- 
tion with ‘Kia Ora’. Words such as ‘hunk’ appear normal in the early 90s, yet awkward by today’s standards. 

The changes in society norms and values are also evident through the storylines. During the early 90s, 
AIDS awareness was prevalent, and Shortland Street included storylines on AIDS and safe sex. Five years later, 
such social issues continue to be explored, particularly in terms of alcoholism and child abuse. These two 
themes coincided with public campaigns at that time around drinking and driving, and child abuse. In 2003/04, 
the social issues of cot death and suicide are considered, with key characters losing a child to cot death, and 
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having to deal with a patient committing suicide. Shortland Street has drawn acclaim for addressing such social 
concerns. How the characters deal with the fictional dramas teach the audience how to deal with such issues 
in real life. In this way, Shortland Street holds a remarkably responsible position in New Zealand society. This 
responsibility is taken in hand, and often at the end of an episode, contact details for relevant organisations 
(e.g. Alcoholics Anonymous) are provided. South Pacific Pictures also works with health-related campaigns 
such as Daffodil Day (for cancer awareness), smoke-free campaigns and the Hillary Commission (for exercise). 
Posters promoting such campaigns pervade the set of Shortland Street. 

So should the makers of Shortland Street be conscious of the impact they have on their audience’s behav- 
iour? Is it possible that a half-hour television program can influence how the public deals with different societal 
issues? Just because the characters on Shortland Street wear large earrings, or refer to a handsome male as a 
‘hunk’, does that mean the viewers of Shortland Street will dress and speak in the same way? The answer is 
unclear, but the impact of Shortland Street can perhaps best be seen in the response of the viewers to difter- 
ent storylines and characters. As explained by Rachel Lorimer, publicist for Shortland Street, ‘we recognise the 
power we hold. We are well aware that viewers can imitate behaviour from the characters on this program, 
modelling what they say and even how they dress.’ There have been cases, for example, where viewers have 
called the studio enquiring after a particular outfit worn by a character. ‘They'll ring up and say, “we saw 
Waverly wearing that amazing screen printed top. Where can I get it from”?’ (Because of such demand, South 
Pacific Pictures often works with local designers in the selection of the cast’s wardrobe.) 

While South Pacific Pictures is aware of its influence on New Zealand culture via this weekday television 
drama, measuring audience reactions to Shortland Street is left in the hands of the broadcaster TVNZ. TVNZ 
conducts ongoing research, primarily via focus groups, with viewers to determine how they are responding 
to particular characters and storylines. While such market research can help refine the program elements, this 
research does not explore broader societal influences. But is it even possible to research the impact of Short- 
land Street on New Zealand culture? How could one determine the direct influence of this program, as separate 
from other ways that culture is learned? 

The passion of Shortland Street fans is evident in the numerous conversations that pervade the staff tea 
rooms of organisations throughout New Zealand. Over the morning coffee, fans discuss the previous evening's 
episode, and speculate on what will happen next. Those who unfortunately missed the program are filled in 
on the developments, step by step, in remarkable detail. It is as if we know these people personally. They are 


a part of our life, and whether or not we realise it, they influence us, as much as our family and friends. 
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Note: Many thanks to Rachel Lorimer, Publicist—Shortland Street, South Pacific Pictures, for her valuable assis- 


tance in putting this case study together. 


Case Study Questions 


1. Discuss how the viewing of Shortland Street might be considered ritualistic behaviour. 


2. How might Shortland Street affect a fan’s behaviour? 


3. The case study poses the question: ‘should the makers of Shortland Street be conscious of the impact they 


have on their audiences’ behaviour?’ Take a stance either for or against this issue, and debate your response. 


4. The case study suggests culture is learned, in an informal manner, through media programs such as Short- 


land Street. In what other ways might a consumer informally learn about their culture? 


5. The chapter suggests that measurement techniques can be employed in the study of culture. What measure- 


ment methods could be applied to Shortland Street in order to measure the impact of this television program? 


Summary 


The study of culture is the study of all aspects of a society— 
its language, knowledge, laws, customs—that give that 
society its distinctive character and personality. In the 
context of consumer behaviour, culture is defined as the 
sum total of learned beliefs, values and customs that serve 
to regulate the consumer behaviour of members of a partic- 
ular society. Beliefs and values are guides for consumer 
behaviour; customs are usual and accepted ways of 
behaving. 

The impact of culture on society is so natural and so 
ingrained that its influence on behaviour is rarely noted. 
Yet culture offers order, direction and guidance to members 
of society in all phases of human problem solving. Culture 
is dynamic, and gradually and continually evolves to meet 
the needs of society. In Australia, the influx of migrants 
from many cultures has stressed multiculturalism—the 
pluralist expression of multiple values within a narrower 
legal and social framework. Culture is learned as part of 
social experience. Children acquire from their environment 
a set of beliefs, values and customs that constitute culture 
(i.e. they are ‘encultured’). These are acquired through 
formal learning, informal learning and technical learning. 
Advertising enhances formal learning by reinforcing desired 
modes of behaviour and expectations; it enhances informal 
learning by providing models for behaviour. 

Culture is communicated to members of the society 
through a common language and through commonly shared 


symbols. Because the human mind has the ability to absorb 
and process symbolic communication, marketers can 
successfully promote both tangible and intangible products 
and product concepts to consumers through the mass media. 

All the elements in the marketing mix serve to commu- 
nicate symbolically with the audience. Products project 
images of their own; so does promotion; price and retail 
outlets symbolically convey images concerning the quality 
of the product. 

The elements of culture are transmitted by three perva- 
sive social institutions: the family, the church and the 
school. A fourth social institution that plays a major role in 
the transmission of culture is the mass media—both 
through editorial content and through advertising. 

A wide range of measurement techniques are employed 
to study culture. These include projective techniques, 
attitude measurement methods, field observation, partici- 
pant observation, content analysis and value measurement 
survey techniques. 

Several core values of the Australian people appear to be 
relevant to the study of consumer behaviour. These include 
achievement, power, hedonism, stimulation, self-direction, 
universalism, benevolence, tradition, conformity and 
security. 

A number of commercial techniques are available to the 
marketer for measuring values and using them as a means 
of targeting or segmenting markets. 
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Discussion questions 


ie 


Distinguish between beliefs, values and customs. Illus- 
trate how the clothing a person wears at different times 
or for different occasions is influenced by customs. 
Give a consumer behaviour example from your own 
experience of each of the following types of cultural 
learning: 

(a) formal learning 

(b) informal learning 

(c) technical learning. 

How would you decide whether it was worth measur- 
ing social values in order to develop an advertising 
campaign? 

Describe how a marketer can use some of the social 
trends examined by AustraliaSCAN™ or the Colour- 
Grid™ segmentation tool. 

Suppose the Australian Horticultural Corporation was 
planning a promotional campaign to encourage the 
eating of apples in situations where many consumers 
normally eat a snack food. Using the Schwartz Values, 
identify relevant cultural, consumption-specific and 
product-specific values for apples as an alternative to 
snack foods. What are the implications of these values 
for an advertising campaign designed to increase the 


consumption of apples? 


Exercises 


i 


Identify a singer or pop group you like and discuss the 
symbolic function of the clothes that person (or group) 
wears. 

Think of the various routines in your everyday life (e.g. 
grooming, eating). Examine one ritual and describe it. 
In your view, is this ritual shared by others? If so, to 
what extent? What are the implications of your 
routinised or ritualistic behaviours for marketers? 


Summarise an episode of a recent television series made 


Key terms 


acculturation (p. 377) 
beliefs (p. 374) 
content analysis (p. 382) 


core values (p. 390) 
culture (p. 374) 
customs (p. 374) 
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6. As the media planner for a large advertising agency, you 


have been asked by top management to identify recent 
cultural changes that affect your selection of media in 
which to place clients’ advertising. List five cultural 
changes you believe have bearing on the selection of 
television shows as vehicles for advertising different 
types of products. 

For each of the products and activities listed below: 
(a) identify the values most relevant to their purchase 
and use, (b) determine whether these values encourage 
or discourage use or ownership, and (c) determine 
whether these core values are shifting and, if so, in what 
direction. The products and activities are: 

(a) donating money to charities 

(b) diet soft drinks 

(c) DVD players 

(d) subscribing to pay television 

(e) foreign travel 

({f) opening a new bank account 

(g) a new nightclub 

(h) coffee 

(i) Australian-made items 


(j) illegal drugs like ecstasy or GHB. 


in Australia and compare it with another made in 
America. What social values are endorsed or condemned 
in each? How can you explain any differences you find? 
Look at two commercials for each of the products, 
services and charities categories. Summarise the values 
in each. 

Analyse perfume or cosmetic advertising directed at men 


and at women. Compare the values presented in each 


type. 


enculturation (p. 377) 

end-states of existence (p. 383) 

field observation (p. 382) 

formal/informal/technical learning of culture (p. 376) 
List of Values (LOV) (p. 384) 

means-end chains (p. 383) 


subcultures (p. 390) 
symbol (p. 3/7) 

values (p. 374) 

values instruments (p. 383) 


ritual (p. 379) 

ritualistic behaviour (p. 380) 
Rokeach Value Survey (p. 383) 
shadow shopping (p. 382) 
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Culture has a potent influence on all consumer behaviour. Individuals are brought up to follow the beliets, 
values and customs of their society and to avoid behaviour that is frowned upon or considered taboo. In 
addition to cultural segmentation, marketers have begun to segment the larger society into smaller subgroups 
(subcultures) that identify themselves as members of these groups and who share similar customs and ways 
of behaving. These subcultures provide important marketing opportunities for astute marketing strategists. 
Our discussion of subcultures, therefore, has a narrower focus than the discussion of culture. Instead of 
examining the dominant beliefs, values and customs that exist within an entire society, this chapter explores 
the marketing opportunities created by the existence of certain beliefs, values and customs specific to 
subcultural groups within society. These subcultural divisions are based on a variety of sociocultural and 
demographic variables, such as ethnicity, religion, race, age, gender, sexual preference and working status. In 
the Australian and New Zealand context, it must be understood that the small size of many subcultural markets 
may make fine-grained marketing segmentation impractical. However, unless marketers consider subcultural 


segments, they could: 


l miss viable niche markets, particularly those with their own media; 
i alienate significant numbers of customers in the subcultures; 


| miss opportunities to use subcultural channels for distribution and marketing. 


> What is a subculture? 


A subculture can be thought of as a distinct cultural group that exists as an identifiable segment within a 


larger, more complex multicultural society.’ The members of a specific subculture possess beliefs, values and 
customs that set them apart from other members of the same society. In addition, they adhere to most of the 
dominant cultural beliefs, values and behavioural patterns of the larger society. We define subculture, then, 
as a distinct cultural group that exists as an identifiable segment within a larger, more complex society. 

Thus the cultural profile of a society or nation can be viewed as a composite of four distinct elements: 


the unique beliefs, values, and customs subscribed to by members of specific subcultures; 

2. the central or core cultural themes that are shared by most of the population, regardless of specific subcul- 
tural memberships; 

3. language used; and 

4. self-identification. 


Figure 12.1 presents a model of the relationship 


FIGURE 12.1 


Relationship between culture and 


between two subcultural groups—people with English- 
subcultures 


speaking background (ESB) and those with non-English- 
speaking backgrounds (NESB)—and the larger culture. 
As the figure depicts, each subculture has its own unique 
traits, yet both groups share the dominant traits of the 
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may simultaneously be of Vietnamese origin, from a 
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Chinese family, a Buddhist, a teenager and a Queenslander. We would expect that membership in each differ- 
ent subculture would provide its own set of specific beliefs, values, attitudes and customs. Table 12.1 lists typical 
subcultural categories and corresponding examples of specific subcultural groups. This list is by no means 
exhaustive: university graduates, feminists, conservationists, bikers, single parents—in fact, any group that 
shares common beliefs and customs and who self-identify as a distinct group may be classified as a subculture. 

Subcultural analysis enables the marketing manager to focus on natural, though not necessarily large, 
market segments. In carrying out such analyses, however, the marketer must determine whether the beliefs, 
values and customs shared by members of a specific subgroup make them desirable candidates for special 
marketing attention. Subcultures are therefore relevant units of analysis for marketing. 

The following sections examine a number of important subcultural categories: ethnicity, religion, geographic 


location, race, age and sex. (Occupational and social class subgroups are discussed in detail in Chapter 10.) 


Subcuitural categories 


Subcultural category Examples 


First-language background English (ESB), non-English (NESB) 

Birthplace Vietnam, Greece, New Zealand, Somalia, Australia 
Background Chinese, Vietnamese, Australian, British, American 

Region Capital cities, regional Australia, outback, Northern Australia 
Gender Male, female 

Age Generation Y, Generation X, baby boomers, teenagers 

Sexual preference Gay, straight 

Religion Catholic, Buddhist, Muslim, Atheist 

Occupation White collar, blue collar, professional 


» Ethnic subcultures 


SSS Ey 
While most Australian citizens, especially those born in Australia, see themselves as Australians, they frequently 


retain a sense of identification and pride in the language and customs of their ancestors. When it comes to 
consumer behaviour, this ancestral pride is manifested most strongly in the viewing of ethnic-specific programs 
on SBS television,’ the consumption of ethnic foods, in travel or telephone calls to relatives in the ‘homeland’ 
and in the purchase of cultural artefacts (ethnic clothing, art, music, NESB language newspapers). Interest in 
such goods and services has expanded rapidly as younger Australians attempt to understand their origins 
better and associate themselves more closely with their ethnic roots, and as the pleasures of this multicultural 
diversity extend to a wider group. Until recently, Australian marketers knew comparatively little about ethnic 
subcultures, especially those based on NESB groups. 


NESB CULTURES IN AUSTRALIA 


There are over 200 community languages in common use in Australia, including nearly 50 Aboriginal 
languages. This reflects the heritage of Aboriginal languages in Australia and the long periods of mass migra- 
tion to Australia, particularly in the sixty years following World War II. Around 28% of Australians were born 
overseas* and net migration continues at around 135 000 people each year.’ Table 12.2 shows the main commu- 


nity languages used in Australia, based on the language spoken at home.® 
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TABLE 12.2 | Languages spoken at home 


Language Speakers x 000s Language | Speakers x 000s 


English only 15 014.0 Spanish 93.6 
Italian 303.0 Tagalog (Filipino) 78.9 
Greek 263./ Macedonian 72.0 
Cantonese 210.3 Croatian 69.9 
Arabic 209.4 Polish 99.1 
Vietnamese 174.2 Turkish 90.7 
Mandarin 139.3 Serbian 49.2 


Source: Derived from ABS Basic Community Profiles, 2001 Census, Table B08. 


Understanding NESB consumer behaviour 

Much of the research in this area has come from the American market, particularly when dealing with the 
differences between Anglo and Hispanic markets.’ In Australia, there are significant markets for people of an 
NESB. In 2001, the Census asked people for the first time to describe their ancestry, going back to three gener- 
ations ago. Some people named more than one ancestry. Table 12.3 shows the main ancestries claimed, analysed 
by the birthplace of their parents. The table shows just how diverse Australian society is. In the older immi- 
grant communities (people from the United Kingdom, Italy, Greece, Germany and Holland), parents and 
grandparents are far more likely to be Australian-born. The opposite is the case of more recent arrivals, 


including those from Vietnam and China. 


TABLE 12.3. | Ancestry by birthplace of parents 


Ancestry claimed Both parents born One or both parents Birthplace of parents Total claimed 


in Australia born outside Australia unspecified ancestry 
x 000s x 000s x 000s x 000s 
Australian 9452.8 1095.1 191.8 6739.6 
English 3773.3 2421.7 163.8 6358.9 
lrish 1367.0 510.9 41.7 1919.7 
Italian 196.6 580.0 23.) 800.3 
German 428.3 298.2 15.7 742.2 
Chinese 29.1 510.8 16.7 556.6 
Scottish 242.1 287.8 10.1 540.0 
Greek 60.3 302.2 13.1 315.1 
Lebanese 10.3 143.4 8.5 162.2 
Indian oe: 148.7 4.6 156.6 
Vietnamese 0.7 147.3 8./ 156.6 
Polish 18.6 129.3 3.1 150.9 


Source: Derived from ABS Basic Community Profiles, 2001 Census, Tables BO5A and BOSB. 
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The extent of marketing activities to ethnic groups can be gauged by the great strength of the ethnic press in 
Australia.° Over 100 publications in over 35 languages other than English are published regularly? An Australian 
study by one of the authors of this book showed that up to 96% of adults of particular language backgrounds 
were reading one or more ethnic newspapers in their own language.'° Some Australians would be surprised 
to learn that Australia has daily newspapers in Chinese and Greek and an ethnic newspaper (Le Courier) dating 
back to 1892.1! 

Table 12.4 gives an indication of this richness and activity by listing newspapers from several languages 
and cultures and their websites where available. For communities where mass migration occurred mostly one 
or two generations ago, parts of the publication are likely to be in English. In looking at the advertising 
contained in such newspapers, several products and services predominate: 


i Travel, telecommunications and freight services—e.g. Shamrock Travel (Irish Echo) and Denny’s Travel 
(Greek Herald), Polonez carrier service (Express Wieczorny); 

Food—e.g. Harrigan’s Irish Pub (Irish Echo), the Dutch Company’s imported foods (Dutch Courier); 
Festivals relevant to communities—e.g. St Patrick’s Day (Irish Echo), Queen’s Day (Dutch Courier); 
Immigration advocates and lawyers—e.g. United Lawyers Barristers and Solicitors (Chinese Melbourne Daily); 
Financial services—e.g. Provident Capital (Greek Herald); and see Figure 12.2 (page 410); and 


Culturally appropriate services, such as funeral directors, or services where someone speaks the language. 


TABLE 12.4 | Some ethnic newspapers in Australia 


Newspaper Newspaper Website 


Arabic Hungarian 
FI Telegraph Magyar Elet <www.nlc.net.au/~erika > 
Middle East Herald <www.ualm.org.au/meh_ ci.asp> Indian 
Chinese Indian Link <www.indianlink.com.au> 
Australian Chinese Daily = <www.ausdaily.net.au> Indian Downunder <www.indiandownunder.com.au> 
Sing Tao <www.singtao.com> Irish 
Czech Irish Echo <www.irishecho.com.au> 
Noviny <www.coleoptera.org/noviny > Italian 
Croatian Il Globo 
Nova Hrvatska <http://homepages.ihug.com. Japanese 

au/~franjo> Nichigo Press <www.nichigo.com.au> 
Spremnost Croatian Weekly <www.magna.com.au/~sprem> Jewish 
Dutch Australian Jewish News <www.ajn.com.au> 
Dutch Weekly <www.dal.com.au/DW> Serbian 
Egyptian Glas (Serbian) <www.glasslovenije.com.au > 
Fl Massry Newspaper <www.elmassry.com> Sri Lankan 
Greek Serendib News (Sri Lankan) <www.serendibnews.com> 
Neos Kosmos <www.neoskosmos.com.au> Thai 
Greek Herald Thai Oz News <www.thaioz.com.au/newspaper > 
Nea Patrida Vietnamese 

Viet Luan <www.vietluan.com.au > 
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Surprisingly, there is little government advertising in these papers. Although the numbers in each community 
are often not enough to allow a fine-grained segmentation, we should not assume that each ethnic group is 
homogeneous. For example, Spanish-speaking people in Australia may have come from South America 
(Argentina or Chile), not necessarily from Spain. Few of Australia’s Hispanics are from Puerto Rico or Mexico 
(unlike the United States). 

In addition to the ethnic press, advertisers have access to ethnic-specific audiences on SBS television,” 
while government advertisers can use national SBS radio services. Channel 31 offers TV programs in many 
languages. NESB pay television services were the first on air,’ starting with Chinese, Greek and Italian language 
channels. They also carry advertising. Commercial radio stations such as 2CR (Chinese) and Radio Hellas 
(Greek) also offer advertising opportunities. 

Australian marketers have been given more insight into marketing among and by these communities'* by 
the Ethnic Business Awards.'? One pioneer in the field was the unforgettable ‘memories’ telephone campaign, 
directed to persuading immigrant communities to ring family members in their homelands. Western Union 
has recently targeted ethnic groups and travellers to Australia wanting to transfer money to and from other 
countries (see Case Study 12.1). In 2004, Qantas celebrated the Year of the Monkey by combining the company’s 
kangaroo symbol with a red monkey in its advertising to the Chinese community.'® As immigrant groups 
become more established, elements of their culture disperse into the general community. Restaurants are the 
clearest example of this; holidays and international tourism are others. 

Academic research in Australia has investigated ethnic group differences in consumer behaviour. In a qual- 
itative study, Constance Hill and Celia Romm showed differences between ESB families and Sino-Vietnamese 
families in terms of gift giving!’. For most ESB families, gift buying was a high-involvement activity aimed at 
giving recipients high-status gifts designed to deliver gratification in the short term. Their timing reflected 
birthdays, Christmas and Mother’s and Father’s Day. In contrast, the Sino-Vietnamese gave gifts as a low- 
priority activity. They were more directed to longer-term issues (like saving for education) and were more 
likely to involve financial risk. The timing was less tied to Western events like birthdays, though Chinese New 
Year was a common time of gift giving. These outcomes reflect both ethnic differences (e.g. Chinese New Year 
rather than Christmas) and cohort differences (being newer arrivals, the Sino-Vietnamese were more likely to 
value education as a way of ensuring their children’s future in Australia). In studying ethnic markets, both 
factors need to be considered. 


Planning an ethnic-specific campaign involves several issues beyond ordinary advertising: 


i You cannot assume a community is homogeneous simply because they all speak the same language. In 
particular, NESB people born in Australia are likely to have somewhat different views, values and degree 
of affluence than their parents’ generation.'® Self-identification and degree of identification are important 
(see Table 12.5). 

f You cannot assume that all people are literate in their own first language. 

| While there is a relative scarcity of programs in the NESB audiences’ first languages, do not assume that 
any advertising placed in these programs, no matter how poor, will be attended to. 

Most ethnic communities watch and use a lot of ESB media.'? Campaigns should be consistent across media. 
Advertising prepared in English and translated into other languages should be back-translated to check 
accuracy and cultural appropriateness. Brand names can be especially problematic if simply taken into 
another language (see Chapter 13 for some cross-cultural examples). In addition, apparently minor details, 
such as colour, can have great cultural significance and this aspect should also be checked with several 
people from that culture.*° Symbols, such as lucky numbers for Chinese-speakers, can have great signifi- 


cance for the audience. 
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Ways in which ‘Italian’ has been defined 


Indicator Comments 


Surname Not definitive, since a non-ltalian person may have an Italian surname and vice versa. 


Country of origin While most Italian-Australians have come from Italy, some have come from other parts of 
Europe, Africa or even South America. Of course, the children (and now grandchildren) of 
Italian postwar immigrants are Australian-born. 


Country of family ancestry some Italians may have come from Egypt or Libya, rather than Italy. 
Italian spoken at home English is often spoken at home. 


Self-identification How the person regards themselves, the type of passport they own and the sports team 
(Italy or Australia) they support more strongly. 


Degree of identification Strength of beliefs and behaviours (use of language, values, food and other habits). 


ASTAN-AUSTRALIAN CONSUMERS 


It is possible to examine the large number of ethnic groups separately, though typically there is little public 
information about marketing to specific groups. Although Asian-Australians (primarily Chinese and Viet- 
namese) currently number less than one million, they are the fastest-growing Australian minority. Because 
they are largely family-oriented, highly industrious and strongly driven to achieve a middle-class lifestyle, 
Asian-Australians are an attractive niche market. As we have seen, there is a booming newspaper market for 
Chinese and Vietnamese readers. US research” confirms that ethnic-specific advertising was more effective 
than general advertising for the same product. An ad for stereo speakers using an Asian model evoked a far 


more positive result than the same ad using a Caucasian model. 


Characteristics 

Asian-Australians largely lead urban lives and are presently concentrated in Sydney, Melbourne and Brisbane. 
Although they tend to speak many different languages and dialects, the majority also speak English reasonably 
well. The overwhelming majority of Asian-Australians value a close-knit family life, the attainment of formal 
education, and personal achievement. Like most newly-arrived groups, Asian-Australians have shown themselves 
to be hard-working, very family-oriented, and strive for excellence in educational pursuits (both for themselves 
and their children). The evidence suggests that this relatively new community in Australia, like many immi- 
grant groups before them, is strongly motivated towards self-sufficiency. If they do not own their own business, 


they or their children are often found in professional, technical or managerial occupations. 


Asian-Australian consumer behaviour 

Currently there is limited information about Asian-Australians as consumers. It is important to remember that 
Asian-Australians are really drawn from diverse cultural backgrounds. Those with limited acculturation to 
mainstream Australia or with a well-developed social network within their own culture are more likely to rely 
on their subculture.** US research showed that Vietnamese-Americans were more likely to follow the tradi- 
tional model, wherein the man makes the decision for large purchases; however, Chinese-American husbands 
and wives are more likely to share in the decision-making process.”? Vietnamese-Americans also frowned on 
credit, because in their culture owing money is negatively viewed. In contrast, Korean-Americans and Chinese- 
Americans, many of whom have been in the US for years, readily use credit.** The use of Asian models in 


advertising is effective in reaching this market segment. 
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FIGURE 12.2 | Subcultural financial services marketing 
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SOJOURNERS 


In considering ethnic-specific marketing, we should look beyond the ethnic groups currently settled in Australia. 
For example, there are large numbers of sojourners in Australia (people visiting for study or holiday). In 2003, 
these included 303 000 international students, with China, Hong Kong, Korea, Indonesia, Malaysia, Japan, 
Thailand, India, the USA and Singapore being the main countries of origin.*? Companies like Western Union, 


26 


national home country airlines*® and phonecard companies offering cheap rates to specific overseas countries 


have specifically targeted these groups. 


ABORIGINAL AND TORRES STRAIT ISLANDER CONSUMER BEHAVIOUR 


Australia’s Aboriginal and Torres Strait Islander population is of moderate size (around 460 000 people) but 
because of economic disadvantage they have been of limited interest to generalist marketers. Some 30% of 
Australia’s indigenous population live in major cities, compared with 67% of other Australians. Approximately 
12% speak an indigenous language at home, the remainder mainly use English. Whilst education levels are 
increasing, indigenous people are less likely to attend a university (but more likely to attend TAFE) than their 
non-indigenous counterparts. Unemployment is much higher in these groups, while household income is 
only 62% of that of non-indigenous Australians. Use of consumer items like cars, computers and the Internet 
are also lower.*’ There are various indigenous media’®, including Imparja which offers a commercial tele- 
vision service by satellite to most areas of Australia. Under its licence conditions, it is often not available in 
areas where there are other commercial television stations. Imparja also operates radio services.*? Imparja 
carries mainstream national advertising, along with community services announcements. A particular series 


of these, featuring the well-respected indigenous leader Michael Long, focuses on consumer advice, e.g. buying 
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a car or some other consumer product. One very sensitive issue is to ensure that no commercial (or other 
program content) features people who have died. Thus, if an actor in a commercial subsequently dies, Imparja 
can no longer carry that ad unless the actor’s image is removed. 

There has been little direct research into indigenous consumer behaviour. One exception was research led 
by US consumer researcher Russell Belk who studied the influence of first-world consumer culture on remote 
communities in northern Western Australia. The research showed heavy use of consumer products such as 
television, video games, cars and refrigerators, amongst some community poverty and ill-health. While the 
indigenous culture was affected, and even threatened by the imported consumer culture, Belk and his colleagues 


also found occasions where it was used to strengthen traditional cultural practices and values.°*° 


» Religious subcultures 


Most of the world’s major religions (and many of the minor ones) are represented in Australia. Table 12.6 lists 


the main religious denominations in Australia, based on the 2001 census. The largest single religious group 
is Catholic Christians, though collectively they are outnumbered by other Christian denominations. Non- 
Christian adherents are also present in considerable numbers. Perhaps surprising is the small number of Jewish 
adherents. It is understood that some Jewish people do not identify themselves as Jewish by religion or do not 
report their religion on the Census. 

The members of all these religious groups are at times likely to make purchase decisions that are influenced 
by their religious identity. For many Australians in the postwar period, Sunday was a day devoid of shopping, 
professional sport and entertainment. Catholics used to eat fish on Fridays. However, as Australian life has 
become increasingly secularised (i.e. as religion plays less of a central role in determining basic customs, 
beliefs and values), adherence to traditional religious rules has diminished. Nevertheless, consumer behaviour 
is directly affected by religion in terms of products that are symbolically and ritualistically associated with the 
celebration of various religious holidays. For example, Christmas has become the major gift-purchasing season 
of the year, while Easter festivals mean no more than a long holiday break to many Australians. Some religious 
groups have their own media, such as the Australian Jewish News. Religious requirements or practices some- 
times take on an expanded meaning beyond their original purpose. For instance, dietary laws for an obser- 
vant Jewish family represent an obligation, so there are a range of Kosher foods and products that at times find 
a wider market. Similarly, Australia is a large producer of Halal food prepared for export as well as the local 
market. Figure 12.3 shows certification symbols used on Halal and Kosher food produced in Australia. These 
religious rules mostly describe what animals can be eaten, how they should be slaughtered and how food 


should be prepared. Pig meat, for example, is prohibited in both religions.°! 


TABLE 12.6 | Religious affiliation of people living in Australia 


Religious adherence Religious adherence 


Catholic Buddhism 
Anglican Islam 
Uniting Church Hinduism 
Orthodox . Judaism 
Other Christian None 


Source: Derived from ABS Basic Community Profiles, 2001 Census, Table B10. Excludes other religions, inadequately described and overseas visitors. 


CHAPTER 12 Subcultural aspects of consumer behaviour > 411 


Very little consumer research has been devoted to 


FIGURE 12.3 | Certification symbols for Halal and 


Kosher food sold in Australia 


examining how religious affiliation and commitment 


influences consumer preferences and loyalties. One 
stream of research that examined leisure activities of 
individuals with different religious backgrounds found 
a number of interesting distinctions: in the United 
States, Protestant and Catholic consumers were found 


to have a stronger orientation towards solitary leisure 


pursuits, whereas Jewish consumers preferred activi- 
ties that provided companionship and/or sensory stimulation. Related research indicated that many New York 
Jewish consumers were innovators and often served as generalised opinion leaders’? These US studies are not 
easily transferable to the Australian market when we consider the comparatively small number of Jewish 
people and other minority subgroups in Australia. 

Research into the family (see Chapter 10) indicated that husband and wife decision making was also related 
to religious orientation. In US research involving one of the authors of this book, examining differences in pro- 
religious and non-religious Catholic and Jewish households, it was found that husbands in Catholic and 
pro-religious families had the most influence in making specific purchase decisions; while in both Jewish 


and non-religious families, husbands and wives shared equally in making most decisions.*? 


» Geographic and regional subcultures 


Australia is a large country, one that enjoys a wide range of climatic and geographic conditions. Given the 


country’s size and physical diversity, it is only natural that the Australian people have a sense of regional iden- 
tification and use this identification as a way of describing others (e.g. those people from ‘down south’, a term 
used by Northern Territorians to describe people south of Alice Springs). In fact the majority of Australians 
live in large urban centres, with most of the country remaining largely unoccupied. 

Despite this, differences between areas depend mainly on climate and remoteness of location. For example, 
the use of solar water heaters is common in northern Australia, yet rare in the southerly parts of the country. 
Australians show a great love for sport, but culturally there are differences between the Queensland/NSW/ACT 
mania for rugby and the fervour for AFL football in the other States. Given Australia’s vast distances between 
population centres, communication systems have always been of great importance.** Television, phones, airlines 
and an efficient postal system have made most products and services widely available, limiting cultural differ- 
ences. Minor variations do exist; for example, the luncheon meat ‘Strasbourg’ in one state is called ‘Devon’ in 
the next, but generally Australia shows few regional variations. Despite improving communications technol- 
ogy, people in regional areas have witnessed a flight of services, jobs and opportunities to the cities, stranding 
an angry group of consumers. Such city—country differences may become entrenched in Australian society, 


given the widening gap in household income. We may become more like the US in this respect.*? 


» Racial subcultures 


Within the United States, some attention has been given by marketers to racial differences, with a focus on 


Atrican-Americans, Asian-Americans and Hispanic-Americans. Australian marketers are far more likely to focus 
on ethnic groups than on race, for several reasons. The time of arrival of NESB immigrant groups and their 
socioeconomic background are more critical to their economic status than anything to do with race. Recently- 


arrived groups tend to be younger and less affluent than earlier arrivals and work in lower-status jobs. They 
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are more typically at the earlier stage of the family life cycle, struggling to establish a home for themselves and 
a future for their children. Recent Asian immigrants fit this pattern, while the older established communities 
of settlers, such as the Dutch, Italians and Greeks, are typically older and more affluent. In addition, many 
Australians appear uncomfortable using race as a legitimate means of segmenting society, let alone markets. 
American research on racial sub-segments is of interest to Australian marketers because it shows how sub- 
segments need to be well understood before they can be targeted. Race may provide a means of segmentation 
in some overseas markets that Australian marketers are attempting to enter. Table 12.7 shows how there can 
be large differences (and many similarities) in purchasing patterns between sub-groups based on different 


cultural practices. 


Purchase patterns of Anglo-White, African-American, and Hispanic-American households 


Product/Activity Anglo-White African—American Hispanic—American 


Dental floss 102 86 98 
Mouthwash aT 124 105 
Hand and body cream 98 117 100 
Vitamin/mineral supplements 103 77 86 
Energy drinks 96 124 132 
Car rental—business use 94 131 18 
Camera film 104 66 89 
Greeting card 103 83 85 
Instant breakfast 97 105 
Barbeque and seasoning sauces 100 103 89 
Ready-to-drink iced cappuccino 39 12] 
Cat treat 42 84 
Charcoal 93 148 109 
Attend movies/last 6 months 101 90 106 
Went camping/past 12 months 110 31 89 
Own a full-size van 19 130 
Own a camera 106 60 83 


Source: Mediamark Research, Inc. Doublebase 2001 Report. All rights reserved. Reprinted by permission. Based on an index of 100 which represented 
average purchase across all groups. 


» Age subcultures 


All major age subgroupings of the population might be thought of as separate subcultures. Each stage of the 


family life cycle (active seekers, young achievers, parenthood, post-parenthood and dissolution) could be 
considered a separate subculture, since important shifts occur in the demand for specific types of products and 
services. Figure 12.4 shows the age distribution, for males and females for 1983 and 2003. 

It is clear that Australia has an ageing population, with smaller numbers of the younger age groups. In 
addition, there is a large group of people nearing or at retiring age (the baby boomers, see below). These 
demographic trends are the result of Australians living longer—life expectancy has increased by a remarkable 
6.2 years for males (whose median age at death is 76.2 years) and by 5.0 years for females (whose median age 
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(_FiGuRE 12.4 | Age distribution 1983 and 2003 
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Source: ABS, Population by Age and Sex, Australian States and Territories. Catalogue No. 3201.0. ABS, 2003. 


at death has risen to 82.2 years) between 1982 and 2003. People who survive into adulthood are now expected 
to live into their late 80s. Fertility has stabilised at around 1.75 babies per woman, and in general these children 
are being born to older mothers.*° 

Age cohorts (a cohort is a group of individuals born over a relatively short and continuous period of time) 
have been used to describe groups of individuals who were born in a particular era. In this section we will limit 
our examination of age subcultures to four groups: Generation Y, Generation X, baby boomers and the elderly. 
These segments have been singled out because their distinctive lifestyles qualify them for consideration as 
subcultural groups. There is some debate among academics about how valid this cohort approach is,’’ but it 
has certainly proved useful to practitioners. One age cohort, the baby boomers, corresponded to a period of 
a drastically increased birthrate and a period of strong economic prosperity in the years after World War II. 
The labels given to subsequent generations, Generation X and Generation Y reflect the fact that these later gener- 
ations were less easy to characterise. Similarly, different writers have used slightly different dates for these last 


two groups. 


GENERATION Y MARKET 


This age cohort includes the approximately 3.9 million Australians born between the years 1980 and 1994. 
They are mostly the children of baby boomers and are thus also known as ‘echo boomers’ and the ‘millen- 
nium generation’. They can be divided into three subsegments: Gen Y adults, Gen Y teens and Gen Y kids, or 
‘tweens’. According to US research, members of Generation Y are often described as pragmatic, savvy, socially 


and environmentally aware, and open to new experiences.*® The teen segment of Generation Y have grown 
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up with the Internet and in a media-saturated environment and tend to be aware of ‘marketing hype’. For 
example, they would tend to immediately understand that when a shopping centre locates popular teen stores 
at opposite ends of the mall they are being encouraged ‘to walk the mall.° This age cohort has shifted some 
of its TV viewing time to the Internet and, when compared with their parents, they are less likely to read 
newspapers and often do not trust the stores that their parents shop in.*° Some US retailers have found it prof- 
itable to develop websites specifically targeted to the interests of the Gen Y consumer, such as Rave Girl 
<www.goravegirl.com>. This generation is characterised by mobile telephone use and informal posses of friends 
who keep in regular contact. It also has its own media such as Girlfriend <www.girlfriend.com.au> and Dolly 
magazines <http://dolly.ninemsn.com.au/dolly/Default.asp>. 


GENERATION X MARKET 


Generation X, also referred to as Xers, consists of people born from 1965-79, numbering approximately four 
million Australians. They are one of the most educated generations, but are less likely to own a home and 
slower to start a family than earlier generations. They were not good savers and many still live with their 
parents. They tend to spend disproportionately more on recreation.*! As we saw in Chapter 8, they are heavy 
users of commercial FM radio, but infrequent users of ABC AM talk shows. Australian research suggests that 
value for money is a powerful influence on purchase.” 

According to US research, this generation do not like labels, are cynical and do not want to be singled out 
and marketed to. They matured during an era of rising divorce rates and ‘latchkey children’.*? Also, unlike their 
parents, who are frequently baby boomers, they are in no rush to marry or start a family. For Generation X 
consumers, job satisfaction is typically more important than salary. It has been said, for example, that ‘baby 
boomers live to work, Gen Xers work to live!’ Xers reject the values of older co-workers who may neglect their 
families while striving to secure higher salaries and career advancement, and many have observed their parents 


getting laid off after many years of loyalty to an 
employer. Xers, therefore, are not particularly interested FIGURE 12.5 
in long-term employment with a single company but ————__ 


instead prefer to work for a company that can offer 


Targeting Generation X 


some work/life flexibility and can bring some fun 
aspects into the environment. Xers understand the 
necessity of money but do not view salary as a suff- 
cient reason for staying with a company—the quality 
of the work itself and the relationships built on the job 
are much more important.** For Generation X, it is 
more important to enjoy life and to have a lifestyle that 
provides freedom and flexibility. Yet, inevitably all 
groups age and many Gen Xers are in their 30s and 
fighting the early signs of ageing. Figure 12.5 shows an 
ad targeting this group. 

Members of Generation X often pride themselves = = =} 
on their sophistication. Although they are not neces- 


sarily materialistic, they do purchase good brand names LJ 0 y Our an t I Ox l d an ic 


but not necessarily designer labels. They want to be 


= < = . Vitamin C ts the antioxidant that helps the body produce collagen, which helps keep the skin Gs, 
recognised by marketers aS a group In their own right : supple and fight the effects of gravity that come with ageing. Cranberries are rich in vitamin C ze as 
. 3 and Sunraysia has more cranbernes than any other juice drink Make Sunraysia Cranberry, with SUNRAYSIA. 
and not as mini—baby boomers . Therefore ; advertise- No artificial sweeteners, part of your daily health regime. AND IT’S AUSTRALIAN OWNED. FIRSE CLASS Oy FRAT JUICY © 


ments targeted to this audience must focus on their Source: Courtesy of The Sunraysia Natural Beverage Company. 
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style in music, fashions, and language. One key for marketers appears to be sincerity. Xers are not against 
advertising are only opposed to insincerity. Baby boomer media does not work with Generation X members. 
For example, in the US, 65% of 50-64-year-olds, and 55% of 30-49-year-olds read a newspaper regularly, only 
39% of adults under 30 (the younger Xers) regularly read a newspaper.” Xers are the MTV generation and in 
the US, heavy viewers of the Fox network which claims that 38% of its viewers are in this age group. (The 


Fox network news and other programs provide multiple channels on Foxtel in Australia.) 


THE BABY BOOMER MARKET 


In recent years, marketers have found baby boomers to be a particularly desirable target audience because: 


1. they are the single largest distinctive age category alive today; 
2. they frequently make important consumer purchase decisions; 
3. they have reached or are reaching retirement age and, together with inherited wealth from their parents, 


are at the peak of affluence. 


Who are the baby boomers? 
When we speak of baby boomers, we are referring to the age segment of the population that was born between 
1946 and 1964. Thus, baby boomers are in the broad age category that extends from the early 40s to the late 
50s. They constitute a large proportion of the adult population, currently estimated at 5.1 million people. 
Given their age and affluence, baby boomers form a desirable market segment. Although each year more baby 
boomers turn 50 years of age, they do not necessarily like the idea. In the US, increases in health club member- 
ships and a boom in the sales of vitamin and health supplements are evidence that these consumers are trying 
hard to look and feel ‘young’—they do not want to age gracefully, but will fight and kick and pay whatever is 
necessary to look young. For example, 35-50-year-olds are the largest market for plastic surgery in the US, 
and the majority of cosmetic dentistry patients are 40-49 years of age.*° 

Baby boomers tend to be motivated consumers. They enjoy buying for themselves, for their homes or 
apartments, and for others—they are consumption oriented. As baby boomers age, the nature of the products 
and services they most need or desire changes. For example, because of the ageing of this market segment, 
sales of ‘relaxed fit’ jeans and ‘lineless’ bifocal glasses are up substantially, as are the sales of walking shoes. 
Men’s and women’s pants with elastic waistbands are also enjoying strong sales. Recently, bank marketers and 
other financial institutions are also paying more attention to assisting boomers who are starting to think about 
retirement. A previously upwardly mobile sub-segment, yuppies, is by far the most sought-after subgroup of 
baby boomers. They generally are well-off financially, well educated, and in enviable professional or manage- 
rial careers. They often are associated with status brand names, such as BMWs or Volvo station wagons, Rolex 
watches, cable TV, and Cuisinart food processors. Today, as many yuppies are maturing, they are shifting their 
attention away from expensive status-type possessions to travel, physical fitness, planning for second careers, 
or some other form of new directions for their lives. Table 12.8 contrasts the differing views taken by these 


three age cohorts, based on US research. 


THE ELDERLY CONSUMER 


Australia’s population is ageing. The number of elderly consumers is growing faster than the overall popula- 
tion. In 1871, only 2% of the population were aged 65 or over. By 2003, this had grown to 10.7% represent- 
ing over 2.5 million Australians.*’ By the year 2051, this figure is projected to rise to 8.9 million.*® This 
expected growth in the elderly population can be explained by a sustained low birth-rate, the ageing of the 


baby boomers, and improved medical diagnoses and treatment. 
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TABLE 12.8 | Comparison of selected age cohorts across marketing-related issues 


Themes Generation Y Generation X Boomers 


Purchasing behaviour Savvy, pragmatic Materialistic Narcissistic 


Coming-of-age technology Computer in every home Microwave In every home TV in every home 

Price—quality attitude Value oriented: weighing Price oriented: concerned about Conspicuous consumption: 
price—quality relationships the cost of individual items buying for indulgence 

Attitude toward brands Brand embracing Against branding Brand loyal 

Behaviour toward ads Rebel against hype Rebel against hype Respond to image-building hype 


Source: Stephanie M. Noble and Charles H. Noble, ‘Getting to know Y: The consumption behaviors of a new cohort’, AMA Winter Educators’ Conference 
11 (Chicago: American Marketing Association, 2000), Marketing Theory, Conference Proceedings, p. 294. Reprinted with permission of the American 
Marketing Association. 


Who are the elderly? 


In Australia, ‘old age’ is assumed to begin with our 65th birthday (i.e. when we qualify for the age pension 
and the age at which retirement used to be mandatory). However, many people who are 70 years old still tend 
to view themselves as ‘middle-aged’. Research consistently suggests that our perceptions of our age are more 
important in determining behaviour than our chronological age (i.e. the number of years lived). In fact, we may 
have a number of different cognitive (or perceived) ages at the same time. 

Elderly consumers perceive themselves to be younger than their chronological age on four perceived age 


dimensions: 


. feel age (how old they feel); 
. look age (how old they look); 


. do age (how involved they are in activities favoured by members of their specific age group); 


BW NY Fe 


. interest age (how similar their interests are to those of members of a specific age group). 


The results support other research that indicates that elderly consumers are more likely to consider them- 
selves younger (i.e. have a younger cognitive age) than their chronological age. Figure 12.6, based on US 
research, shows the relationship between actual chronological age, cognitive age and ideal age (the age a person 
might wish to be). Younger adults (20-24) are likely to want to be, or feel, older than their chronological age. 
For the 25-29 group, the three age measures are in balance. After the chronological age of 30, cognitive and 
ideal age drop further and further below chronological age. Such results are readily extended to Australian 
society, with its emphasis on youth and youth-related products. However, we cannot assume that these results 
will apply to other societies in the Asia-Pacific region, where the elderly are more often revered for their 
wisdom and given high status in society. 

One consumer gerontologist has suggested that the elderly are more diverse in interests, opinions, and 
actions than other segments of the adult population.’ Although this view runs counter to the popular myth 
that the elderly are uniform in terms of attitudes and lifestyles, both gerontologists and market researchers have 
repeatedly demonstrated that age is not necessarily a major factor in determining how older consumers respond 
to marketing activities. With an increased appreciation that the elderly constitute a diverse age segment, more 
attention is now being given to identifying ways to segment the elderly into meaningful groupings.?! One 
relatively simple segmentation scheme partitions the elderly into three chronological age categories: the young- 
old (65 to 74 years of age), the old (those 75 to 84); and the old-old (those 85 years of age and older). 

The elderly can also be segmented in terms of motivations and quality-of-life orientation. Table 12.9 
(page 419) presents a side-by-side comparison of new-age elderly consumers and the more traditional older 
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[ FIGURE 12.6 | A comparison of different measures of age across chronological age levels 
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Source: L.R. Lepisto, ‘The effect of cognitive age and sex on consumer well-being’. Conference on the Elderly Consumer, University of Florida, 
March 1989. 


consumers. The increased presence of the new-age elderly suggests that marketers need to respond to the 
value orientations of older consumers whose lifestyles remain relatively ageless. Clearly, the new-age elderly 
are individuals who feel, think, and do according to a cognitive age that is younger than their chronological 
age. An examination of several recent studies on ageing suggests an ‘erosion of chronological age as a central 


indicator of the experience of ageing’.* 


Cyberseniors 
Although some people might think of older Australians as luddites who are generally resistant to change, this 
stereotype is far from the truth. According to US research, few older consumers are fearful of new technology, 
and there are more Internet users over the age of 50 than under the age of 20. Research studies have found 
that those over-55 are more likely than the average adult to use the Internet to purchase books, stocks, and 
computer equipment—92% of surfing seniors have shopped online and 78% have purchased online.” 
What’ the attraction for seniors to go online? Certainly, the Internet is a great way to communicate with 
friends and family members living in other states, including grandchildren at university. But the Web is also 
a place to find information (e.g. stock prices, health and medication-related information), entertainment, and 
a sense of community. There also appears to be a relationship between the amount of time an older adult 
spends on the Internet and his or her level of out-of-home mobility (using the Internet may serve as a substi- 
tute for going out of the house). Having a computer and modem ‘empowers’ older consumers—it allows them 
to regain some of the control that was lost due to the physical and/or social deterioration in their lives. For 


example, a consumer can pay bills, shop, and e-mail friends without leaving their home. 


Marketing to the older consumer 

Older consumers do want to be marketed to, but only for the ‘right’ kinds of products and services and using 
the ‘right’ advertising presentation. For example, older models tend to be underrepresented in advertisements 
or are often shown as being infirm or feeble. Part of the problem, according to some writers on the subject, 
is that the advertising professionals who create the ads are often in their twenties and thirties and have little 
understanding or empathy for older consumers. Seniors often want to be identified not for what they did in 
the past, but by what they would like to accomplish in the future. Retirement or moving to a sunbelt commu- 


nity is viewed as the opening of a new chapter in life, and not a quiet withdrawal. Figure 12.7 gives a good 
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TABLE 12.9 


New-age elderly 

Perceive themselves to be different in outlook from other 
people their age 

Age is seen as a State of mind 

see themselves as younger than their chronological age 
Feel younger, think younger, and ‘do’ younger 


Have a genuinely youthful outlook 
Feel there is a considerable adventure to living 
Feel more in control of their own lives 


Have greater self-confidence when it comes to making 
consumer decisions 


Less concerned that they will make a mistake when buying 
something 


Especially knowledgeable and alert consumers 
Selectively innovative 

Seek new experiences and personal challenges 
Less interested in accumulating possessions 
Higher measured life satisfaction 

Less likely to want to live their lives over differently 
Perceive themselves to be healthier 

Feel financially more secure 


Comparison of new-age and traditional elderly 


Traditional/stereotypical elderly 


Perceive all older people to be about the same in outlook 


see age as more of a physical state 
see themselves at or near their chronological age 


Tend to feel, think, and do things that they feel match 
their chronological age 


Feel that one should act one’s age 


Normal sense of being in control of their own lives 


Normal range of self-confidence when it comes to making 
consumer decisions 


Some concern that they will make a mistake when buying 
something 


Low-to-average consumer capabilities 

Not innovative 

seek stability and a secure routine 

Normal range of interest in accumulating possessions 
Lower measured life satisfaction 

Have some regrets as to how they lived their lives 
Perceive themselves to be of normal health for their age 
Somewhat concerned about financial security 


Source: Reprinted from ‘The value orientation of new-age elderly: The coming of an ageless market’, by Leon G. Schiffman and Elaine Sherman, Journal 
of Business Research, 22, April 1991, pp. 187-194. Copyright 1991, with permission from Elsevier. 


FIGURE 12.7 | Advertising targeted at the over-50s 


ie 
as 
OVER 5OS 


INSURANCE AGENCY 


PART OF THE OVER 50S INVESTMENT Group 


yo can relax now that youre over 50, | 
because the Over 50’s Insurance Agency | 
have designed a complete range of products | 
with your future firmly in mind. 


Our VALUABLE EXTRA BENEFITS at no extra cost on all 


HOUSE & CONTENTS include 


* DISCOUNTS UP TO 40% 


Your Future’s Looking Good 


| To find out further details about our VALUABLE EXTRA BENEFITS mail this coupon to : * PAY BY THE MONTH FACILITY 

‘ REPLY PAID 9926. OVER 50'S INSURANCE AGENCY. PO BOX 9926.IN YOUR CAPITAL CITY (no postage required) i" 

: a FOR FURTHER DETAILS ON HOW WE CAN 
gy NAME nnn SECURE YOUR HOME TODAY 

2 a 3 

EE ADDRESS.oossvsssssnsnnsnnnnnnnnnnnnnaanannninnnnnnnnnnneni e simply call 

cee ( 13 3 ] 30 
nnn : 

a STATE excecesxesseccccesaccvcasaaniceccossadeensin POST COD Birvevssisisssccascceccsssscesdscavsssestis HOME PHONE (...... ) sseeseerseensetneennttneenneenenensetnsetnetnsetnetnnaeenneenatnnennennnennasen : for the cost of a local call anywhere in Australia 

BERR) BEEBE SEER REESE GRRE! SER BEERS GEERT BERRI EES BEERS BEERS GSS SSSR ESSE SSS SSSS SEER BREE 


Source: Courtesy of OFM Investment Group. 


CHAPTER 12 Subcultural aspects of consumer behaviour » 419 


illustration of this. In the same vein, the increase in the number of older adults taking vacation cruises and 


joining health clubs signifies a strong commitment to remaining ‘functionally young’. 


> Sex as a subculture 


Since sex roles are largely culturally determined, it is quite fitting to examine gender as a subcultural category. 


SEX ROLES AND CONSUMER BEHAVIOUR 


All known societies assign certain traits and roles to males and others to females. In Western society, for instance, 


aggressiveness, competitiveness, independence and self-confidence were long considered to be traditional mascu- 
line traits; neatness, tactfulness, gentleness and talkativeness were considered to be traditional feminine traits.” 
In. terms of role differences, women have historically been cast as homemakers with responsibility for child 
care, and men as the providers or breadwinners. While such traits and roles are no longer as strongly associ- 
ated with members of a specific sex, they are nevertheless still prevalent. Many advertisers still appeal to such 
sex-linked roles, and consumer tastes are frequently influenced by sex role factors. Meadow Lea has spent a 
product life cycle of time on female cooks in the family, with its “You ought to be congratulated’ theme. 


Consumer products and sex roles 

Within every society, it is quite common to find products that are either exclusively or strongly associated 
with members of one sex. In Australia, for example, shaving equipment, pants, ties and work clothing were 
historically male products; bracelets, wedding rings, hair spray, hair dryers and perfumes were generally consid- 
ered to be feminine products. For most of these products, the sex link has either diminished or disappeared; 
for others, the prohibition still lingers. For this reason, marketers should consider not only the sex of their 
target market, but also the perceived gender identity of the product category, in the development of advertising 


campaigns. Table 12.10 suggests very different usage segments between male and female Internet users. 


TABLE 12.10 | Male and female Internet user segments 


Key usage situation Favourite Internet materials 
Female segments 
Social Sally Making friends Chat and personal Web page 
New-age crusader Fight for causes Books and government information 
Cautious mom Nurture children Cooking and medical facts 
Playful pretender Role play Chat and games 
Master producer Job productivity White Pages and government information 
Male segments 
Bits and bytes Computers and hobbies Investments, discovery, software 
Practical Pete Personal productivity Investments, company listings 
Viking gamer Competing and winning Games, chat, software 
Sensitive Sam Help family and friends Investments, government information 
World citizen Connecting with world Discovery, software, investments 


Source: Scott M. Smith and David B. Whitlark, ‘Men and women online: What makes them click?’ Marketing Research, 13, 2, Summer 2001, p. 23. 
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WOMEN IN PAID EMPLOYMENT 


Marketers and consumer researchers have been increasingly interested in the working woman, especially the 
married working woman. They recognise that working wives are a large and growing market segment whose 
needs differ from those of women who do not work outside the home. It is the size of the working woman 
market that makes it so attractive. Figure 12.8 shows the proportion of employed women and men in the 15 
and over age group between 1978 and 2004. A striking trend is the increase in part-time work, for both 
genders. Overall, 53% of women in this age range had jobs in 2004. With many more women in work and the 
increasing age of marriage and childbearing, many women establish their own households. Young women, 
with young children, are an important segment in the female workforce, though with increasing casualisation 
of the workforce (more temporary, part-time, casual work) family incomes may be less assured. 

Because there are now so many female business travellers, hotels have begun to realise that it pays to 
provide the services women want, such as healthy foods, gyms, spas and wellness centres. Female business 
travellers are also concerned about hotel security and frequently use room service because they do not want 
to go to the hotel bar or restaurant. The Paris Hilton, for example, discreetly hands key cards to female patrons, 
offers valet parking, and allows women to receive guests in an executive lounge located on the hotel’s business 
floor. And bathrooms feature roses, shampoos, and bath gels.°° 


Segmenting the working woman market 

To provide a richer framework for segmentation, marketers have developed categories that differentiate the moti- 
vations of women in paid work and those whose work (typically at home or in a helping role) is unpaid. For 
instance, some studies have divided the female population into four segments: stay-at-home housewives; plan- 
to-work housewives; just-a-job working women; and career-oriented working women.’’ The distinction between 
‘just-a-job’ and ‘career-oriented’ working women is particularly meaningful. ‘Just-a-job’ working women are often 
motivated to work primarily by a sense that the family requires the additional income, whereas ‘career-oriented’ 
working women, who tend to be in managerial or professional positions, are driven more by a need to achieve 
and succeed in their chosen careers. Today, though, with more and more female graduates in the workforce, 


the percentage of career-oriented working women is on the rise. 


Shopping patterns of women who work In paid employment 
Women in paid work spend less time shopping than do other women. They accomplish this ‘time economy’ not 
by shopping less often, but by minimising the total time spent shopping. Not surprisingly, these women are also 
more likely to shop during evening hours and on weekends, as well as to buy through direct-mail catalogues. For 
everyday items, they will tend to swap stores at their convenience. For key items, brand and store loyalty are likely 
to be strong. Because they are short of time, but earning an income, they are less likely to be price conscious. 
Businesses that advertise to women should also be aware of US research which shows that magazines are 
now delivering a larger women’s audience than television shows.?® Advertising campaigns, such as those for 
beef shortcuts and Chicken Tonight, emphasise the nutritional value and speed of preparation of their products. 
Women reporting role overload are more likely to serve convenience foods and to own time-saving kitchen 
and household products. However, they are more likely to be worried about the healthiness of their diet.°? 


Figure 12.9 shows an ad targeting modern women. 


AND WHAT ABOUT MEN? 


In the late 90s it appeared that many Australian men had become uncertain about their roles, with many saying 
they were unprepared for nurturing or family relationships. One Australian whitegoods manufacturer advertised 


a refrigerator by showing a man storing his laundry detergent in it, looking very stupid when his mistake was 
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discovered. While women may feel that this type of ad redressed the balance for demeaning commercials featur- 
ing women, advertisers should recognise that males are also involved in purchase decisions for such products. 
While incompetence humour is permissible in settings outside the family, it will alienate men if set within the 
family.©° Men relate to ads that show them in positive roles (e.g. Gillette’s ‘Father and Son’ commercials) or in 
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FIGURE 12.9 | A Diet Pepsi ad targeting modern Advertising targeting metrosexual 
women men 


Mr. 
R iF 4 h t knows the 


Grand Final win 
still be on after he’s 


finished 


vacuuming. 


FACE CARt eae 


eae | 
_., {eoisroartine 


© TMGISTURISING> 
: $ 


| UETAIM ENRICHED: 
-  & UVAIUYE FILTER 


sally Protective ot 


MOISTURISING LOTION SPFIS. i 
tes ond protects against the elaments— ‘NIVEA 
Mastantiy absorbed and does not leave your skin qreasy a ton AH 


YOU MAY NEVER FIND HIM, BUT AT LEAST YOU'VE FOUND GREAT TASTE. dhe 
THIS IS DIET? £ 


Source: Courtesy of PepsiCo Australia Holdings. Source: Courtesy of Foote Cone & Belding. 


422 > PART 3 Consumers in their social and cultural settings 


control (e.g. King Gee, Solo). Younger males may be showing signs of getting it together—being positive about 
their sexuality, more knowledgeable about their inner-selves while at the same time applauding and promoting 
equality of the sexes. This has been encompassed by the term ‘metrosexual’, heterosexual males with an interest 
in appearance, clothes, pampering of the body and style. Sports stars like lan Thorpe and David Beckham were 
said to be examples. Whether this is a passing fad of the early years of the millennium or a long-term trend cannot 
yet be discerned.®! Figure 12.10 (page 422) shows an ad directed at this group. 

Like other sub-groups, men have their own media, though traditional pin-up magazines like Playboy and 
Penthouse appeared to be in decline, while magazines like Ralph, Men’ Health and Inside Sport had sizeable read- 
erships.®* Of course, a magazine such as New Idea may have more male readers than magazines specifically 


aimed at men. 


THE GAY MARKET 


In a pluralist society such as Australia, gay subcultures take their place as part of its rich social diversity. One 
sign of acceptance is the community’s interest in, and enjoyment of, the gay and lesbian Mardi Gras held in 
Sydney.’ Similarly, programs featuring gay men have entered the mainstream media, e.g. Queer Eye for the 
Straight Guy. In other cultures in the Asia-Pacific region, gay behaviour is restricted and even outlawed. 
While it is difficult to estimate the size of this market in Australia, the gay market has its own media such 
as DNA, Refresh and Bent magazines, a newspaper the Sydney Star Observer <www.ssonet.com.au> and TV 
programs like Queer as Folk. The Pink Directory contains a detailed listing of services and products for gay and 
lesbian consumers <www.thepinkdirectory. com. au>. Like many other subgroups, these subcultural media 
attract a vast range of minority and mainstream adver- | 
tisers. Brands that may appeal to gay men include ae 
Calvin Klein, Downunderpants, Coast Clothing and FIGURE 12.11 ai painet amveniisine 
bm EVERY FAIRY NEEDS A WAND 


Avis car rental. Australian research suggests that the 
gay and lesbian market comprises a largely affluent 
group so it is little wonder that advertisers target it. 
Figure 12.11 shows an ad targeting the gay market. 
Consumer behaviour theorist Steve Kates has shown 


how gay communities may form powerful relationships 
(both positive and negative) with particular brands. 
He has also shown how advertisers may end up ‘hetero- 
sexualising’ advertisements aimed at the gay commu- 
nity, inadvertently undermining their message. 


» Subcultural interaction 


It should be remembered that all consumers are simul- 


taneously members of more than one subcultural 
segment (e.g. a consumer may be a young, Vietnamese, 
Catholic, working wife living in the Western suburbs 
of Sydney). For this reason, marketers should strive to 
understand how multiple subcultural memberships 
interact to influence target consumers’ relevant 
consumption behaviour. Promotional strategy should 
not be limited to a single subcultural membership. 
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CASE STUDY 121 


Western Union—Take it Home 

David Bednall, Deakin University 

For many people, the decision to migrate or take a job in another country is based on economic opportuni- 
ties. Such moves, whether permanent or temporary, will mean leaving part of the extended family behind. 
Often the person has to send money to support a family back home or may simply wish to send a gift to loved 
ones. Given this, how can funds be transferred safely and expeditiously back home? Western Union Finan- 
cial Services Inc. offers a solution to this problem. Western Union was founded in 1851 and has been deliv- 
ering messages and money ever since. It now claims a worldwide network of 170000 agents around the world 
<www.westernunion.com>. 

In 2002, Western Union decided to promote its services to the Arabic, Indian, Indonesian, Filipino, Viet- 
namese and Chinese-speaking communities, especially in Sydney. ETCOM, an advertising and PR agency 
which specialises in multicultural communication <www.etcom.com.au> was commissioned to run a campaign 
aimed at these groups. The theme of the campaign was ‘Take it home’. 

In conjunction with the campaign, ETCOM organised a competition which carried the message, “We want 
to take you home to laugh with your loved ones rather than smiling at old memories.’ For people sending 
money home, a prize of two return tickets to that location, plus $5000 spending money, was offered. Monthly 
prizes of $500 were also awarded over the six months of the campaign from July to December 2002. Figure 
12.12 shows some advertisements from the campaign. 


FIGURE 12.12 | Western Union ‘Take it home’ advertising 
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The campaign aimed to: 


increase brand awareness among the targeted communities 
position Western Union as the premium money transfer service provider 
drive revenue by increasing transactions 


generate and sustain interest in the promotion over the campaign period 


develop an ongoing relationship between Western Union, community members, and media. 


The campaign message was to be, ‘Sending money using Western Union is like taking it home yourself; 
fast, safe, and reliable.’ Several campaign approaches were taken, including advertising in ethnic media and a 
campaign launch for ethnic community media and leaders. Western Union also sponsored at least one commu- 
nity festival for each group such as the Deepavali Festival of Lights for the Indian community and the Cabra- 
matta Moon Festivals for the Vietnamese community. Advertising flyers were directed to the Chinese community 
(in suburbs like Haymarket and Parramatta in Sydney) and the Vietnamese community (e.g. Cabramatta in 
Sydney) and at the community festivals. Intense public relations activities, based on the launch, the monthly 
prizes and the final prize winner, generated coverage in many ethnic newspapers and radio. 

As a result of the campaign, over 10000 entries into the competition were received, which meant that 
10000 people transacted with Western Union in order to enter the competition. 


Case Study Questions 

1. Which communities in Australia are most likely to need or want to send money home? 

2. In the various communities targeted, who in the family is likely to organise these financial transactions? 

3. Assuming there was sufficient money in the budget, what other promotional activities could have been 
used? 

4. Compared with a bank funds transfer, what was the advantage to consumers of using Western Union? 


Sugar & Spice (and All Things Vice) 


Jennifer Beckman-Wong, University of Western Sydney 


Krista Scott, a professional woman who worked in the central business district in Sydney, rang her friend 
Tamrah Deward. ‘Tm tired after a full day’s work and the last thing I feel like doing is attending a party.’ Tamrah 
sighed and waited patiently for Krista to finish talking. ‘I go to the shops when I run out of supplies or, if ’m 
too busy, I have my order delivered. Tamrah, you've got to go into a retail outlet—it’s just so much more 
convenient for me to pop in when I want something, rather than wait for a party.’ 

‘Okay, said Tamrah, ‘I'll look into it.” Tamrah had just finished reading an article in the newspaper 
about the sex industry and she wondered what she should do with her lingerie business. The article’s under- 
lying message for Tamrah was the increasing occurrence of people moving beyond their bedrooms and 
exploring options to enhance their sex lives. Krista’s lifestyle certainly confirmed this trend. Sexual libera- 
tion of women was an issue that intrigued Tamrah. Were Australians, particularly women, becoming more 


sexually experimental? 
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Tamrah ran a small business from home manufacturing ladies’ lingerie that she sold through a party plan. 
In the recession of the late 1980s the business had boomed and Tamrah eventually had to employ two sales 
representatives to keep up with demand. Women were keen to indulge in small luxuries bought in the company 
of good friends. Naturally enough, the business had diversified and Tamrah had added to her product range. 
Her older customers referred to these products as marital aids and they were also known as sex toys. There 
had also been some special requests by customers for additional products like erotic videos, though Tamrah 
had not expanded her product range to include videos. She was on a mailing list for X-rated videos and she 
readily provided contact details to her clients. Sometimes she ran promotions that included free vouchers for 
X-rated videos that could be redeemed by mail order directly from the distributor in Canberra. 

The women who attended the parties were mainly middle-class women; most were stay-at-home mothers, 
though the night and weekend bookings had more working women. The most successful parties were those 
with a theme such as hens’ nights, bridal showers, kitchen tea parties and those held close to Valentine’s Day, 
Mother's Day and Christmas. However, the business suffered from a large turnover in sales representatives 
and Tamrah had noticed that it was increasingly difficult to find enough women to attend a profitable lingerie 
party. The most common reason was finding a suitable time to attend lingerie parties. There seemed to be 
fewer and fewer women available during the day to attend a party. In addition to the lack of party guests, there 
was an increasing demand to purchase the products without attending a party. While some party-plan busi- 
nesses like Tupperware and book clubs had ventured into the workplace, Tamrah didn’t believe that her 
business would thrive using the same distribution method. 

She had registered the name of the business as Sugar & Spice (and All Things Vice). Tamrah researched the 
sex industry, her most valuable contact being the Eros Foundation in Canberra. She found out that the first 
adult shops appeared in Sydney’s Kings Cross in the late 1960s. In 1980 there were 25 adult shops operating 
in Sydney and Melbourne, and by 1996 this had grown to approximately 250 shops around Australia. Other 
interesting figures from the Eros Foundation survey statistics were: 55% of customers ordering X-rated videos 
were aged 30-50 and 77.5% were couples or people buying to share with their spouse. Her most enjoyable 
research task was on the Love Bus in Canberra, which was run by the Eros Foundation. This bus tour went 
to five venues in the sex industry ranging from adult shops to brothels. During this tour Tamrah enjoyed 
wine and cheese at an erotic art gallery and got to chat to many women whom she considered to be her target 
market. About 75% of the tour group were women and there were no single men. She was surprised to find 
quite a few married couples on the tour. Unfortunately, the tour was discontinued not long after Tamrah’s visit 
to Canberra. The popularity of the non-profit tour was taking up too much of the weekend for Eros Founda- 
tion staff. 

Tamrah was faced with multiple issues that would affect the success of her business. One pressing issue 
was conservatism. She had been accused in the past of ‘selling sin’ and yet she considered those comments 
unjustified. Magazines like Cleo, Cosmopolitan and Marie Claire have frank articles on sexuality. Radio stations 
in Sydney have broadcast shows like the former Triple M Sex Show and 2DayFM% Pillow Talk and Channel 10's 
television show SexLife, indicating that there were cultural shifts in attitudes to sexuality. The demise of these 
shows was a great loss to the sex education of many people. However, SEXPO, an exhibition about ‘health, 
sexuality and adult lifestyles which began in Melbourne in 1996, was expanding, and the 1999 Sydney SEXPO 
attracted nearly 40000 people. These events and the proliferation of Internet sites and telephone-sex lines all 
seemed to indicate that society was adopting a more liberal ideology. There were certainly aspects of the sex 
industry that were highly controversial but, like pornography, there were varying degrees of acceptability. 

Another problem was the perception that adult shops were sleazy. Adult shops were typically male-oriented 
and generally catered to male sexual needs. Tamrah’s future business was to cater to a different market. In 


426 > PART 3 Consumers in their social and cultural settings 


Canberra, Tamrah had seen adult shops that were upmarket and resembled lingerie shops. Tamrah decided 
that the adult shop market was evolving and was a typical example of the ‘wheel of retailing’, where retail 
shops come in at the lower end of the market and eventually upgrade. Visits to other Sydney adult shops 
revealed that the market was diverse; some shops appealed to the sleazier end of the market with dim lighting 
and cramped merchandising, while in other outlets the mood was quite different with bright lighting, popular 
music playing and cheerful sales assistants. 

Another consideration was the product range for Sugar & Spice. Should the retail store focus on lingerie 
as it had in the past, or should it expand to include a far broader range of products? If Tamrah chose to retail 
videos, she would have to abide by the local council regulations. This meant that she would not have a ground 
floor entry to her shop since council regulations stipulated that these types of store must be located at above 
or below ground floor. She knew that when it came to shops that required her to go up stairs, she often could 
not be bothered to make the extra effort to climb the stairs. Stores below ground were not her first choice to 
browse in and she assumed others felt the same. Tamrah felt that this council regulation would severely limit 
the amount of walk-in trade. Through her business, Tamrah discovered that very few people, particularly 
women, had ever been in an adult shop. Some people expressed concern about being seen entering and leaving 
such a business. 

Then there was e-commerce. Tamrah was unfamiliar with computer technology and had recently purchased 
her first computer. There seemed to be so much media hype about e-commerce but she knew very few people 
who had utilised this form of shopping. Some of her friends did their grocery shopping with their computer 
and she thought she should talk to these people some more. There were quite a few Internet sites that offered 
products traditionally purchased from adult shops and in her research Tamrah discovered that her concept was 
not new. There were feminist adult shops that catered for women, such as Sh! in the United Kingdom and Toy 
Box and Good Vibrations in America. A similar concept store with ground level entry, Risque, was located in 
Kings Cross. 

Where should she locate her shop? The Sydney metropolitan area was changing. Chippendale, a suburb 
in central Sydney, was experiencing a rebirth, new buildings were being constructed, and real estate prices 
were rising because the area was becoming gentrified. Tamrah thought that the area had prospects for her 
business. It was close to Sydney’s central business district. She didn’t want her shop to be close to Kings Cross 
because of existing adult shops, and she felt other areas of Sydney could be catered to. Through her network- 
ing she knew that some areas of Sydney were attracting more ‘alternative lifestyles’ such as Glebe, Newtown, 
Leichhardt and Annandale. The greater metropolitan area reached out to the Blue Mountains west of Sydney 
and she knew that people in the west generally had less access to the variety of retail shops available in the 
city. There were so many issues to consider that Tamrah resolved she would attend the next SEXPO to get a 


better indication of where the industry was heading. 


Note: This case study was developed for the second edition of Consumer Behaviour by Schiffman et al. No such 
business as described in the case exists in reality. The case is a fictional study based on research conducted by 
Jennifer Beckman-Wong. Acknowledgements to Fiona Patten of the Eros Foundation for her insights into the 


industry. 


Internet addresses 


<WWw.eros.comMm.au> 


<www.sexpo.com.au> 
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_ Between the Sheets 
Sex facts from the suburbs... / 
¢ 640000 Australians are on adult video mailing lists. It is the second largest direct mail list in the country behind the / 
Coles-Myer FlyBuys scheme. Interestingly, a third of all mail order customers are from Queensland, Australia’s most _ 
conservative state. It is estimated that 70% of customers are buying for a partner, amounting to 1.1 million Australians : 
or 8% of the adult voting population. 
e There are approximately 250 adult shops operating around Australia with a turnover of about $100 million. The shops 
employ about 2300 people. 
e In Australia’s adult shops and through mail order catalogues, 1 million vibrators are sold each year, with an esti- 
mated 8 million vibrators already in Australian homes. 
e There are close to 800 legal brothels, escort agencies and sexual massage services in Australia, with another 350 
operating illegally. Each year there are over 12 million visits to sex workers. 
e There are five sexual contact magazines published in Australia, which advertise an average of 2000 new messages _ 
each issue. Approximately half these messages are from suburban couples seeking a partner to share sexual activity, 
while a quarter are from heterosexual singles and the remaining quarter from the gay community. 
e Each month there are 1.4 million phone calls made to adult phone lines. This is all about to change with amend- — 
ments made to the Jelecommunications Act stipulating the requirement of a PIN to access adult phone lines. 
e Australia’s most popular magazines have a strong emphasis on frank discussions on sexuality, from Cosmopolitan 
to Cleo. In recent years there has been a boom in the men’s magazine market with the establishment of such titles 
as Ralph, FHM and GQ. 
e There are magazines that deal exclusively with sexuality—Australian Penthouse and Hustler. There are also the 
weekly publications of 7he Picture, People and Scoop—with a combined weekly circulation of 250000. 
e Each year 55 million condoms are imported into Australia. On a per capita basis we use condoms at the same rate 
as adults in Europe and the United States. 


_ Source: <www.er0s.com.au>. 
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Case Study Questions 

1. What are the most significant sociocultural factors that have prompted Tamrah to set up Sugar & Spice? 

2. Tamrah has clearly segmented her market on gender. Discuss whether this subcultural segmentation can 
be further segmented. 

3. Is Tamrah’s belief that Australian society is becoming more sexually liberated and experimental justified? 

4. What recommendation/s would you give Tamrah in relation to (a) product assortment and (b) distribution? 


5. What can Tamrah do to change negative attitudes and misconceptions about her business? 
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Summary 


A subculture is a distinct cultural group that exists as an 
identifiable segment within a larger, more complex society. 
Its members possess beliefs, values, and customs that set 
them apart from other members of the same society; at the 
same time, they hold to the dominant beliefs of the overall 
society. Subcultural analysis enables marketers to segment 
their markets to meet the specific needs, motivations, 
perceptions and attitudes shared by members of a specific 
subcultural group. 

Major subcultural categories in Australia include ethnic- 
ity, religion, and indigenous background, urban versus rural 
location, age and sex. Each of these can be broken down 


Discussion questions 


into smaller segments which can be reached through special 
copy appeals and selective media choices. In some cases 
(e.g. the elderly consumer), product characteristics can be 
tailored to the specialised needs of the market segment. 

Since all consumers are simultaneously members of 
several subcultural groups, marketers must determine for 
their product category how specific subcultural member- 
ships interact to influence consumers’ purchase decisions. 
Like any form of segmentation, the marketer must make 
sure that subcultures are readily identified and easy to reach. 
In addition, the benefits must outweigh the costs in the rela- 
tively small Australian market. 
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1. Discuss the importance of subcultures in segmenting 
the market for food products. Identify a particular 
product and show how it should be marketed differ- 
ently to various ethnic groups. 

2. Consider the role of nudity in advertising. Discuss how 
it could be made appealing or off-putting to working 
mothers, career women, young singles and stay-at-home 
housewives. 

3. What allowance should be made for the ability of the 
elderly to process complex information in making 
product purchase decisions? 

4. Foxtel is marketing pay television services in Australia. 
What approach should it take to households where the 
main decision makers are: 

(a) baby boomers 
(b) Generation X? 

5. In view of the anticipated growth of the 50-plus market, 

should Oil of Ulan consider a new strategy for its face 


Exercises 


cream? Would it be wiser to develop a new brand, or 
can it successfully market the same product to the 
under- and over-50s? 

6. Marketers are beginning to realise that people of the 
same age often exhibit very different lifestyles. Discuss 
whether developers of retirement housing can use 
lifestyles to segment their markets more effectively. 

7. What type of subcultural segmentation would best assist 
the marketer with the following products and services? 
(a) a digital videophone; 

(b) a DVD player; 

(c) jeans; 

(d) snap-chill meals; 

(e) a new alcoholic lemonade; 

(f) a tourist package to Vietnam or Pakistan; 
(g) a personal phone number. 


SSS SL IS NE TS 


1. Using one of the subculture categories in Table 12.1, 
identify a group that can be regarded as a subculture 
within your university or TAFE. 

(a) Describe the norms, values and behaviours of the 
subculture’s members. 

(b) Interview five members of that subculture about 
their attitudes to the use of mobile phones. 

(c) What are the implications for the marketing of credit 
and debit cards to this group? 


2. Interview one elderly person, one baby boomer and one 
Generation Xer about their knowledge and likely 
purchase of a digital television set. Are the differences 
between these people based on age? 

3. Many of your perceptions regarding price versus value 
are likely to be different from those of your parents or 
grandparents. Researchers attribute such differences to 
cohort effects, which are based on the premise that 


consumption patterns are determined early in life. 
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Therefore, individuals who have experienced different 
economic, political and cultural environments during 
their youth are likely to be different types of consumers 
as adults. Describe instances in which your parents or 
grandparents disagreed with or criticised purchases you 
had made. Describe the cohort effects that explain each 


party's position during these disagreements. 


a 


Advertisers are often accused of portraying older 
consumers in a stereotypical fashion. Find one print ad 
that depicts older consumers in a stereotypical way and 
another ad that you feel constitutes a more effective way 
to communicate with older consumers. Do they depict 
the concept of perceived age? How could these ads be 


improved? 
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In our examination of psychological, social, and cultural factors, we have consistently pointed out how various 
segments of the Australian consuming public differ. If so much diversity exists among segments of a single 
society, then even more diversity is likely to exist among the members of two or more societies. To succeed, 
international marketers must understand the nature and extent of differences between the consumers of differ- 
ent societies—cross-cultural differences—so that they can develop effective targeted marketing strategies to 
use in each foreign market of interest. 

Foreign markets, including those in the Asia-Pacific region, are of great significance to Australia. The 
domestic market of 20 million people is small, and trade agreements within Europe and elsewhere block our 
access to some markets. Table 13.1 shows Australia’s trade with its major market partners. 

In this chapter, we broaden the scope of our analysis and consider the marketing implications of cultural 
differences and similarities that exist between the people of two or more nations. We also compare the views 
that pit a global marketing perspective—one that stresses the similarities of consumers worldwide—against a 
localised marketing strategy that stresses the diversity of consumers in different nations and their specific 
cultural orientations. Our own view is that marketers must be aware of and sensitive to cross-cultural simi- 
larities and differences that can provide expanded sales and profit opportunities. Multinational marketers must 


be ready to tailor their marketing mixes to the specific customs of each nation that they want to target. 


Imports and exports by region ($A m) 2002-2003 


Region Imports Exports 


Services Merchandise Services Merchandise 
China (excl Hong Kong) 923 13 788 976 8 800 
Hong Kong 1 664 1 233 1 308 3 214 
Indonesia bZ> 4 600 972 2 909 
Japan 2 100 16 337 a oi/ valle ys 
Korea 409 4752 83/ 9115 
Malaysia 692 4 261 885 2 146 
New Zealand 1 809 9 018 8 126 
singapore 2 450 4 3/0 4 659 
south Africa 291 1 060 1 315 
Taiwan 173 3 378 | 4311 
Thailand 812 3 471 2 480 
United Kingdom 5 770 1735 
United States 22 493 10 365 
APEC 92 245 83 021 
ASEAN 20 748 13 855 
European Union 3139/7 15 863 
OECD 84 776 68 361 
TOTAL 133 128 115 480 


Source: ABS, International Trade in Goods and Services, Australia 2003, Catalogue No. 5368.0. Covers 2002—2003. 
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»> The imperative to be multinational 


Today, almost all major corporations are actively marketing their products beyond their original homeland 


borders. In fact, the issue is generally not whether to market a brand in other countries but rather how to do 
it (as the same product with the same ‘global’ advertising campaign, or ‘tailored’ products and localised ads 
for each country). Because of this emphasis on operating multinationally, the vocabulary of marketing now 
includes terms such as glocal, which refers to companies that are both ‘global’ and ‘local’; that is, they include 
in their marketing efforts a blend of standardised and local elements in order to secure the benefits of each 
strategy.’ 

This challenge has been given special meaning by the efforts of the European Union (EU) to form a single 
market. Although the movement of goods and services among community members has been eased, it is 
unclear whether this diverse market will really be transformed into a single market of homogeneous “Euro- 
consumers’ with the same (or very similar) wants and needs. It is likely that the Euro, the common EU currency, 
will help shape Europe into a huge, powerful, unified market, but one with barriers to entry to those outside 
this massive economic zone. Furthermore, the rapid acceptance of market economies by many Eastern European 
countries also presents a major opportunity and challenge to marketers. Global firms such as Coca-Cola and 
Gillette have been investing extensive sums in product development and marketing to satisfy the needs of 
Eastern European consumer markets.’ 

The North American Free Trade Agreement (NAFTA), which currently consists of the United States, 
Canada, and Mexico, provides market access to more than 400 million consumers. The USA—Australia Free 
Trade Agreement was passed by parliament and the US Congress in 2004. It should offer opportunities for 
futher trade with the US, while moving the balance of imports away from the Asia-Pacific. Recent US trade 
agreements with Singapore and Thailand may also affect the balance of trade in the region. The Association 
of Southeast Asian Nations (ASEAN), consisting of Indonesia, Singapore, Thailand, the Philippines, Malaysia, 
Brunei Darussalam and Vietnam, is another important economic alliance that offers marketers new global 
markets. The members of this group have formed the ASEAN Free Trade Area (AFTA) to promote regional 
trade. APEC (the forum for Asia Pacific Economic Cooperation) includes most countries around the Asia- 
Pacific rim, including the US, Australia, China, Vietnam, Japan and Chile. It is a discussion forum, rather than 
a trade bloc. Finally, Australia and New Zealand have a Closer Economic Relationship (CER) which allows 
free trade between the two countries. 

Many firms are developing strategies to take advantage of these and other emerging economic opportuni- 
ties. A substantial number of firms now jockey for market share in foreign markets. Starbucks has opened a 
store within the Forbidden City in Beijing, China, and MTV Networks has formed a partnership with @Japan- 
Media to establish a new 24-hour Japanese language music TV channel.’ Firms which orginated in Australia 
like News International, BHP Billiton, Telstra and Foster's Brewing have made many attempts to enter world 
markets, with a mixture of success and failure. 

With the buildup of ‘multinational fever and the general attractiveness of multinational markets, products 
or services originating in one country are increasingly being sought out by consumers in other parts of the 
world. An Australian-built car may contain components from the US and the Asia-Pacific region. Firms are 
selling their products worldwide for a variety of reasons. First, many firms have learned that overseas markets 
represent the single most important opportunity for their future growth when their home markets reach 
maturity. This realisation is propelling them to expand their horizons and seek consumers in other markets. 
Moreover, consumers all over the world are increasingly eager to try ‘foreign’ products that are popular in 


different and far-off places. 
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Attempts are often made to estimate which are the most valuable world brands. Table 13.2 shows one 
such list. As expected, US brands predominate, partly based on their own huge domestic market. For example, 
it has been claimed that if California alone were a nation it would be in the top ten economies by size in the 
world, certainly larger than Australia.* 


Top world brands 


Brand 2001 brand value ($US billion) 


Coca-Cola 69.6 
Microsoft 64.1 
IBM O12 
GE 41.3 
Intel 30.9 
Nokia 30.0 
Disney 29.3 
McDonald's 26.4 
Marlboro 24.2 
Mercedes 21.0 
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Note: Only includes brands that sell at least 20% outside of their home country or region. 


Source: Based on <http://www.finfacts.com/brands.htm> (July 2004). See also Business Week, 4 August 2003, p. 72. 


ACQUIRING EXPOSURE TO OTHER CULTURES 


As more and more consumers come in contact with the material goods and lifestyles of people living in other 
parts of the world, they have the opportunity to adopt these different products and practices. How consumers 
in one culture secure exposure to the goods of people living in other cultures is an important part of consumer 
behaviour. It impacts the well-being of consumers worldwide and of marketers trying to gain acceptance for 
their products in countries that are often quite different from their home country. 

A portion of consumers’ exposure to different cultures tends to come about through consumers’ own initia- 
tives—their travel, their living and working in foreign countries, or even their immigration to a different country. 
Additionally, consumers obtain a ‘taste’ of different cultures from contact with foreign movies, theatre, art and 
artifacts and, most certainly, from exposure to unfamiliar and different products. This second major category 
of cultural exposure is often fostered by marketers seeking to expand their markets by bringing new products, 
services, practices, ideas, and experiences to potential consumers residing in a different country and possess- 
ing a different cultural view. Within this context, international marketing provides a form of ‘culture transfer’.° 
Japanese popular culture, particularly Anime, has spread widely to the West. Australia’s own Gaijin (‘foreigner’ 
in Japanese) magazine was introduced in 2003 and is an example of how culture spreads both ways.°® 


COUNTRY-OF-ORIGIN EFFECTS 


When consumers are making purchase decisions, they may take into consideration the countries of origin of 
their choices. Researchers have shown that consumers use their knowledge of where products are made in 
the evaluation of their purchase options.’ Such a country-of-origin effect seems to come about because 


consumers are often aware that a particular firm or brand name is associated with a particular country. It’s hard 
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to think of BMW or Mercedes except in the context of their being German; a Mini or a Jaguar is linked with 
Britishness (despite the fact that both brands are now under overseas ownership); and Ferrari is a brand that 
is Italian before it’s anything else at all. 

In general, many consumers associate France with wine, fashion clothing, and perfume and other beauty 
products; Italy with pasta, designer clothing, furniture, shoes, and sports cars; Japan with cameras and consumer 
electronics; and Germany with cars, tools, and machinery. Given that many of the components in such products 
come from many countries, some writers have suggested that what counts is the country of origin of the 
brand.’ Although in the late 1980s there were US consumers who preferred a Japanese-made Honda to the same 
model made in the US, today the general attitude is ‘as long as it’s a Honda, it doesn’t matter where it’s made’. 

Moreover, consumers tend to have an attitude or even a preference when it comes to a particular product 
being made in a particular country. This attitude might be positive, negative, or neutral, depending on percep- 
tions or experience. For instance, a consumer in one country might positively value a particular product made 
in another country (e.g. affluent Australian consumers may feel that an Italian Prada handbag or a Swiss Rolex 
watch are worthwhile investments. In contrast, another consumer might be negatively influenced when he 
learns that a DVD player he is considering is made in a country he does not associate with fine electronics). 
Such country-of-origin effects influence how consumers rate quality and which brands they will ultimately 
select.!° Recent research suggests, though, that when consumer motivation is high and when a specific model 
of a product is being evaluated (as opposed to a range of products manufactured in a particular country), then 
consumers are less likely to base judgments on country-of-origin information." 

In addition to perceptions of a product's attributes based on its country of manufacture, research evidence 
exists that suggests that some consumers may refrain from purchasing products from particular countries due 
to animosity. A study of this issue found that high-animosity consumers in the People’s Republic of China 
owned fewer Japanese products than low-animosity consumers (during World War II, Japan occupied parts 
of China). Although some Chinese consumers might consider Sony to be a high-end, high-quality brand (or 
perceptions of the product itself might be very positive), they might nevertheless refuse to bring a product 
manufactured in Japan into the home. Similarly, some Jewish consumers might avoid purchasing German- 
made products due to the Holocaust, and some New Zealand and Australian consumers considered boycotting 
French products due to France's nuclear tests in the South Pacific.'* A multicountry study asked both US and 
Thai students, ‘Are you willing to buy a Sony product if it is “made in China” at the same price as one “made 


in Japan?”’ Although 81% of the Thai students answered, ‘no’, 81% of US students answered ‘yes’.” 


» Cross-cultural consumer analysis 


To determine whether and how to enter a foreign market, marketers need to conduct some form of cross- 


cultural consumer analysis. Within the scope of this discussion, cross-cultural consumer analysis is defined 
as, the effort to determine to what extent the consumers of two or more nations are similar or different. Such analyses 
can provide marketers with an understanding of the psychological, social, and cultural characteristics of the 
foreign consumers they wish to target, so that they can design effective marketing strategies for the specific 


national markets involved. 


SIMILARITIES AND DIFFERENCES AMONG PEOPLE 


A major objective of cross-cultural consumer analysis is to determine how consumers in two or more societies 
are similar and how they are different. Such an understanding of the similarities and differences that exist 


between nations is critical to the multinational marketer who must devise appropriate strategies to reach 
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consumers in specific foreign markets. The greater the similarity between nations, the more feasible it is to 
use relatively similar marketing strategies in each nation. On the other hand, if the cultural beliefs, values, and 
customs of specific target countries are found to differ widely, then a highly individualised marketing strategy 
is indicated for each country. To illustrate this, the IKEA furniture company’s generic global website uses 
English and the firm also offers 14 localised websites and 30 minisites that only provide contact information. 
Whereas the IKEA Italian website shows a group of people frolicking on their IKEA furniture (nudity is accept- 
able and commonplace in Italian advertising), the Saudi Arabian website uses extremely conservative 
photographs.'* Another study examined brand choice and personal values among young British and Spanish 
girls (11—12-year-olds) and found that the Spanish girls were seeking fun and individual satisfaction from 
snack food brands (individual pleasure seekers), whereas their British counterparts were seeking friendship, 
sociability, and a sense of well-being (reassurance seekers).'° 

A firm’s success in marketing a product or service in a number of foreign countries is likely to be influenced 
by how similar the beliefs, values, and customs are that govern the use of the product in the various countries. 
For example, the worldwide TV commercials of major international airlines (including American Airlines, 
Qantas, Air France, Lufthansa, Swissair, United Airlines, and British Airways) tend to depict the luxury and 
pampering offered to their business-class and first-class international travellers. The reason for their general 
cross-cultural appeal is that these commercials speak to the same types of individuals worldwide—upscale inter- 
national business travellers—who share much in common. Figure 13.1 shows an example. In contrast, knowing 
that ‘typical’ Western advertising would not work in China, Nike hired Chinese-speaking art directors and copy- 
writers to develop specific commercials that would appeal to the Chinese consumer within the boundaries of 
the Chinese culture. The resulting advertising campaign appealed to national pride in China.'° Table 13.3 


contrasts the values depicted in Chinese and US advertisments on their home television services. 


/ FIGURE 13.1 | International traveller’s advertising 
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Source: Courtesy of British Airways. 
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TABLE 13.3 | A comparison of Chinese and American cultures in television ads 


Chinese cultural traits American cultural traits 


Centred on a Set of relationships Centred on the individual 
defined by Confucian doctrine 


Submissive to authority Greater emphasis on self-reliance 


Ancestor worship Resents class-based distinctions 


Passive acceptance of fate by seeking Active mastery in the person—nature relationship 
harmony with nature 


Emphasises inner experiences of meaning and feeling Concerned with external experiences and the world of things 
A closed worldview, prizing stability and harmony An open view of the world, emphasising change and movement 


Culture rests on kinship ties and tradition with a Places primary faith in rationalism and is oriented toward the 
historical orientation future 


Places weight on vertical interpersonal relationships Places weight on horizontal dimensions of interpersonal 
relationships 


Values a person's duties to family, clan, and state Values the individual personality 


Source: Adapted with permission of M. E. Sharp, Inc. from Carolyn A. Lin, ‘Cultural values reflected in Chinese and American television advertising’, 
Journal of Advertising, 30, 4, Winter 2001, pp. 83-94. 


As another example of the importance of cultural differences or orientation, consider that Southeast Asia 
is frequently the largest market for prestige and luxury brands from the West, and that luxury brand compa- 
nies such as Louis Vuitton, Rolex, Gucci, and Prada are looking to markets such as Hanoi and Guangzhou when 
they are thinking of expanding their market reach. Indeed, in fine-tuning their marketing, these luxury brand 
marketers need to be especially responsive to cultural differences that compel luxury purchases in the Asian 
and Western markets. Specifically, research suggests that whereas Western consumers tend to ‘use’ a prestige 
item to enhance their sense of individualism or serve as a source of personal pleasure, for Southeast Asian 
consumers that same prestige item might serve to further join the individual with others and to provide visible 
evidence of the person’s value to others.*’ 

One of the methods used to investigate the similarities and differences between cultures is to study the struc- 
ture of their value systems. In Chapter 11 we describe ten core Australian values, and discuss how these values 
are not uniquely Australian. Values are desirable goals that vary in importance and serve as guiding principles 
in people’s lives.'® Research suggests that the structure of the ten core values is as depicted in Figure 13.2. The 
importance of the values and the modes of behaviour that allow an individual to achieve the goal vary across 


cultures. An explanation of the value structure and culture variations are included in the following sections. 


THE CONTENT AND STRUCTURE OF VALUE TYPES 


The ten value types—power, achievement, hedonism, stimulation, self-direction, universalism, benevolence, 
tradition, conformity and security—are organised in two dimensions. The first dimension is openness to 
change versus conservation. A culture supporting openness to change emphasises individual thought 
and action and looks upon change favourably. A culture supporting conservation values self-restriction, 
preservation of traditional practices and the protection of stability. The second dimension is self- 
enhancement versus self-transcendence. A culture supporting self-enhancement honours the pursuit of 


one’s own relative success and dominance over others (power and achievement). A culture supporting 
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Model of relations among motivational types of values, higher-order value types and bipolar 
value dimensions 


Source: Shalom H. Schwartz and Lilach Sagiv, ‘Identifying culture-specifics in the content and structure of values’, Journal of Cross-Cultural Psychol- 
ogy, 26(1), January 1995, pp. 92-116 at p. 96. 


self-transcendence values the acceptance of others as equals and concern for their well-being (universalism 
and benevolence). 

The values that are adjacent to each other are compatible, which means that both values can be consid- 
ered in a decision without conflict. For instance, self-direction and universalism both express reliance on one’s 
own judgment and comfort with the diversity of existence; security and power both stress avoiding or over- 
coming the threat of uncertainties by controlling relationships and resources. The values directly across from 
each other in the circle are in conflict. If one culture values self-direction and universalism, and another culture 
values security and power, then an advertising message that might appeal in one culture may be offensive in 
another. 

The importance of values can be tested with a survey asking respondents how important each of 56 values 
are as guiding principles in their life. Examples of the values are: ‘Social recognition (respect, approval of 
others)’ and ‘Accepting my portion in life (submitting to life’s circumstances)’. By using a multidimensional 
scaling technique, it is possible to compare the structure of values across cultures. Values that are most impor- 
tant to a culture are farthest from the origin. Consider respondents in Osaka, Japan (Figure 13.3) and Adelaide, 
Australia (Figure 13.4). Notice that self-respect emerged with achievement values for the Japanese respondents. 
This may be because a sense of self-worth is built mainly on the social approval obtained when one succeeds 
according to social standards.'° Self-respect emerged with self-direction values for respondents in Adelaide, 
Australia. This may be because self-worth is linked to living up to one’s own self-determined standards. Notice 
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[FIGURE 13.3 | Value structure of Osaka, Japan student sample: two-dimensional smallest space analysis 
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[FIGURE 13.4 | Value structure of Adelaide, Australia student sample: two-dimensional smallest space analysis 
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also that power and hedonism are extreme versions of achievement in Australia, where the three values are 
more distinct in Japanese culture. Another interesting point is that the Japanese respondents did not differen- 
tiate between conformity and benevolence, while Australian respondents indicated that the two core values 
were different to them. Finally, reciprocity of favours and true friendship, which could be interpreted as aspects 


of mateship, are quite a distance from the origin, indicating that they are important in Australian culture. 


TIME EFFECTS 


When Western businesspeople start dealing with their counterparts in other countries, one of the first things 
they must realise is that the pace of life differs from one nation to another. For example, whereas the average 
children’s birthday party in the United States lasts approximately two hours, Brazilians are willing to wait a 
little more than two hours for a late arriver to show up at a birthday party. Consequently, Brazilians are still 
waiting for guests to arrive as parents of American children are coming to take their kids home. Interestingly, 
in contrast to the United States, fewer Brazilians wear watches.?° 

How time is spent at work is also an issue that varies from country to country. In the United States, about 
80% of work time is spent on the task and perhaps 20% is used for social activities. But in countries such as 
India and Nepal, the balance is closer to 50% on each; and in Japan, social time (such as having tea with peers 
in the middle of the day) is considered to be a part of work.*! Research on the pace of life in 31 countries 
(basing overall pace on how long pedestrians take to walk 60 feet, the minutes it takes a post office counter 
staff to complete a stamp-purchase transaction, and the accuracy of public clocks) reveals substantial cross- 
cultural differences—whereas Switzerland had the fastest pace of life, Mexico had the slowest. Table 13.4 


presents a summary of these findings. 


THE GROWING GLOBAL MIDDLE CLASS 


The growing middle class in developing countries is a phenomenon that is very attractive to global marketers, 
who are often eager to identify new customers for their products. Consumer marketers have observed a growing 
middle class in countries of Asia, South America, and Eastern Europe. Although disposable per capita income 
may be low for the new middle classes, there is nevertheless considerable buying power in a country such as 
China.”* By 2000, it was estimated that an income equivalent to $US5000 was considered the point at which 
a person becomes ‘middle class’, and it has been estimated that at this date there were one billion people in 
the world’s developing countries that met this income standard.”? 

Although a growing middle class may provide a market for products such as Big Macs and fries, it should 
always be remembered that the same product may have different meanings in different countries. For example, 
whereas a Western consumer wants his or her fast-food to be fast, a Korean consumer is more likely to view 
a meal as a social or family-related experience. Consequently, convenient store hours may be valued more by 
a Korean consumer than shorter service time.** 

Regulations in different countries may preclude the use of some of the marketing practices that a firm 
employs elsewhere. For example, German advertising rules do not allow an ad to compare one brand to 
another, nor do they permit a company like Lands’ End to offer a ‘lifetime guarantee’. And whereas consumers 
in the United States like to buy with plastic charge cards, the French prefer an invoice and the Germans prefer 


cash on delivery.’ 


ACCULTURATION IS A NEEDED MARKETING VIEWPOINT 


Too many marketers contemplating international expansion make the strategic error of believing that if its 


product is liked by local or domestic consumers, then everyone will like it. This biased viewpoint increases 
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TABLE 13.4 | Pace of life in 31 countries 


Overall pace Walking 60 feet Postal service Public clock 
sec esis aeniiieiaienianbamecniianareensapiaidtnininnnamapnnanhiaaadat: 
Switzerland 1 é 2 l 
lreland 2 l 3 i] 
Germany 3 5 l 
Japan 4 / 4 
Italy ji 10 12 2 
England 6 4 ) ie 
Sweden / 13 9 / 
Austria 8 23 8 3 
Netherlands g 2 14 79 
Hong Kong 10 14 6 14 
France 11 8 18 10 
Poland 12 12 bo 8 
Costa Rica 13 16 10 15 
Taiwan 14 18 / 21 
Singapore 15 29 1] 4 
United States 16 6 23 20 
Canada 1/7 1] 21 22 
south Korea 18 20 20 16 
Hungary 19 19 19 18 
Czech Republic 20 21 1/ io 
Greece 21 14 13 29 
Kenya 22 ) 30 24 
China Te 24 25 12 
Bulgaria 24 2] 22 17 
Romania 2 30 29 3 
Jordan 26 28 2/ 19 
Syria 2] 29 28 2] 
E| Salvador 28 22 16 31 
Brazil 29 31 24 28 
Indonesia 30 26 26 30 
Mexico ci 17 31 26 


Source: Based on rank of 31 countries for overall pace of life and for three measures: minutes downtown pedestrians take to walk 60 feet; minutes it 
takes a postal clerk to complete a stamp-purchase transaction; and accuracy in minutes of public clocks. Robert Levine, ‘The pace of life in 31 coun- 
tries’, American Demographics, November 1997, pp. 20-29. Reprinted by permission of Basic Books, a member of Perseus Books, LLC. 


the likelihood of marketing failures abroad. It reflects a lack of appreciation of the unique psychological, social, 
cultural, and environmental characteristics of distinctly different cultures. To overcome such a narrow and 
culturally myopic view, marketers must also go through an acculturation process. They must learn everything 
that is relevant about the usage or potential usage of their products and product categories in the foreign coun- 


tries in which they plan to operate. Take the Chinese culture, for example. For Western marketers to succeed 
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in China it is important for them to take into consideration guo qing (pronounced ‘gwor ching’), which means 
‘to consider the special situation or character of China’.*° An example of guo qing for Western marketers is 
the Chinese policy of limiting families to one child. An appreciation of this policy means that foreign busi- 
nesses will understand that Chinese families are open to particularly high-quality baby products for their 
single child (or ‘the little emperor’).*’ One result of the one-child policy is that in the large cities in China, 
children are given more than $3 billion a year by their parents to spend as they wish and influence approxi- 
mately 68% of their parents’ spending. These Chinese children are also less culture bound than their parents 
and are, therefore, more open to Western ideas and products.”® 

In a sense, cross-cultural acculturation is a dual process for marketers. First, marketers must thoroughly orient 
themselves to the values, beliefs, and customs of the new society to appropriately position and market their 
products (being sensitive to and consistent with traditional or prevailing attitudes and values). Second, to gain accep- 
tance for a culturally new product in a foreign society, they must develop a strategy that encourages members of 
that society to modify or even break with their own traditions (to change their attitudes and possibly alter their 
behaviour). To illustrate the point, a social marketing effort designed to encourage consumers in developing nations 
to secure polio vaccinations for their children would require a two-step acculturation process. First, the marketer 
must obtain an in-depth picture of a society's present attitudes and customs with regard to preventive medicine 
and related concepts. Then the marketer must devise promotional strategies that will convince the members of a 


target market to have their children vaccinated, even if doing so requires a change in current attitudes. 


DISTINCTIVE CHARACTERISTICS OF CROSS-CULTURAL ANALYSIS 


It is often difficult for a company planning to do business in foreign countries to undertake cross-cultural 
consumer research. For instance, it is difficult in the Islamic countries of the Middle East to conduct Western- 
style market research. In Saudi Arabia, for instance, it is illegal to stop people on the streets, and focus groups 
are impractical because most gatherings of four or more people (with the exception of family and religious gath- 
erings) are outlawed.’” American firms desiring to do business in Russia have found a limited amount of infor- 
mation regarding consumer and market statistics. Similarly, marketing research information on China is 
generally inadequate, and surveys that ask personal questions arouse suspicion. So marketers have tried other 
ways to elicit the data they need. For example, Grey Advertising has given cameras to Chinese children so they 
can take pictures of what they like and do not like, rather than ask them to explain it to a stranger. AC Nielsen 
also conducts focus groups in pubs and children’s playrooms rather than in conference rooms; and Leo Burnett 


has sent researchers to China to simply ‘hang out’ with consumers.*° 


APPLYING RESEARCH TECHNIQUES 


Although the same basic research techniques used to study domestic consumers are useful in studying 
consumers in foreign lands, in cross-cultural analysis an additional burden exists because language and word 
usage often differ from nation to nation. To illustrate the importance of proper wording in cross-cultural 
analysis, and the necessity of designing questionnaires that reflect a country’s specific beliefs, values and 
customs, we should consider a six-nation study of spaghetti and macaroni eating. A paradoxical finding was 
that consumption was much greater in France and the former West Germany than in Italy. Further testing 
showed that Italian respondents interpreted the question as referring to packaged and branded pasta, not the 
loose variety they normally bought.?! 
Similarly, a seven-country study of engagement rings found the following problems: 


ll the word ‘engaged’ did not mean the same thing in all nations (e.g. for a young Italian or Spanish woman, 


it refers to a relationship with any man who has taken her out more than once); 
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§ the question ‘Do you own an engagement ring?’ is not appropriate in all countries (e.g. in Germany it is 


common practice for a young woman to receive a gold wedding band upon her engagement).°? 


A well-used technique in this area is back translation. Assuming the original questionnaire is written in 
English, it would be translated into the language of the target market. Then another translator, independent of 
the first, would translate it back into English. If the two English versions are not substantially the same, the 
investigator knows there is a problem. Linguistic expertise will be required from native speakers of the language 
in question. Languages can also vary greatly with social class and social role in certain cultures. Another issue 
in international marketing research concerns scales of measurement. In Australia, a 5- or 7-point scale may 
be adequate, but in other countries a 10- or even 20-point scale may be needed. Still further, research facili- 
ties, such as telephone interviewing services, may or may not be available in particular countries or areas of 
the world. 

To avoid such research measurement problems, consumer researchers must familiarise themselves with 
the availability of research services in the countries they are evaluating as potential markets and must learn 
how to design marketing research studies that will yield useful data. Researchers must also keep in mind that 
cultural differences may make ‘standard’ research methodologies inappropriate. Table 13.5 identifies basic 
issues that multinational marketers must consider when planning cross-cultural consumer research. With the 
globalisation of the market research industry, professional support is available in most regions and rapidly 


growing in major markets like China. 


>» Alternative multinational strategies: Global versus local 


Some marketers have argued that world markets are becoming more and more similar and that standardised 


marketing strategies are, therefore, becoming more feasible. For example, in 2001 Exxon Mobil launched a 
$US150 million marketing campaign to promote its brands (Exxon, Esso, Mobil, and General). The firm 
decided that all the ads would carry the same look and feel, regardless of in which of 100 countries in the world 


TABLE 13.5 | Basic issues in planning cross-cultural consumer research 


Differences in language and meaning Words or concepts (e.g. ‘personal checking account’) may not 


mean the same in two different countries. 

Differences in market segmentation opportunities The income, social class, age, and sex of target customers may 
differ dramatically between two different countries. 

Differences in consumption patterns Two countries may differ substantially in the level of consumption 


or use of products or services (e.g. mail catalogues, Internet 
advertising). 


Differences in the perceived benefits of products Two nations may use or consume the same product (e.g. yogurt) In 
and services very different ways. 


Differences in the criteria for evaluating products The benefits sought from a service (e.g. banking cards) may differ 
and services from country to country. 


Differences in economic and social conditions and The ‘style’ of family decision making may vary significantly from 
family structure country to country. 


Differences in marketing research and conditions The types and quality of retail outlets and direct-mail lists may 
vary greatly among countries. Fewer homes may have fixed phones. 


Differences in the way advertising is recalled Chinese and Australian consumers recall advertising in different 
ways.°? 
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the ad appeared.** In contrast, other marketers feel that differences between consumers of various nations are 
far too great to permit a standardised marketing strategy. In a practical sense, a basic challenge for many exec- 
utives contemplating multinational marketing is to decide whether to use shared needs and values as a segmen- 
tation strategy (i.e. to appeal to consumers in different countries in terms of their ‘common’ needs, values, and 
goals) or to use national borders as a segmentation strategy (i.e. to use relatively different, ‘local, or specific 


marketing strategies for members of distinctive cultures or countries). 


FAVOURING A WORLD BRAND 


An increasing number of firms have created world brand products that are manufactured, packaged, and positioned 
in exactly the same way regardless of the country in which they are sold. It is quite natural for a ‘world class’ 
upscale brand of watches such as Patek Philippe to create a global or uniform advertising campaign to reach its 
sophisticated worldwide target market. Although the advertising copy is in specific target languages, one might 
speculate that many of Patek Philippe’s affluent target customers do read and write English. Nevertheless, to 
maximise their comfort zone, it is appropriate to speak to them in their native languages. Marketers of products 
with a wide or almost mass-market appeal have also embraced a world branding strategy. For instance, Playtex 
has moved from a local strategy of nation-by-nation advertising to a global advertising strategy. Other multina- 
tional companies, such as Gillette, Estée Lauder, Unilever, and Fiat, also use global advertising for various products 
and services. Figure 13.5 shows an ad which could be used in several cultures with only a change in caption. 

Still other marketers selectively use a world branding strategy. For example, you might think that Procter 
& Gamble (P&G), which markets more than 300 brands 


worldwide, is a company with an abundance of world 


An example of an ad which could 


brands. Recently, though, it was revealed that of its 16 
be used in three cultures 


largest brands, only three are truly global brands— 


“So Wwww.telstra.com: 


Always/Whisper, Pringles, and Pantene. Some of P&G's 
other brands, such as Pampers, Tide/Ariel, Safeguard, and 
Oil of Olay, are just starting to establish common posi- 
tioning in the world market.*? Australia is one market with 
a limited number of P&G brands. 


ADAPTIVE GLOBAL MARKETING 


In contrast to the marketing communication strategy that 
stresses a common message, some firms embrace a strategy 
that adapts their advertising messages to the specific values 
of particular cultures. McDonald's is an example of a firm 
that tries to localise its advertising to consumers in each of 
the cross-cultural markets in which it operates, making it § (eee |e 
a glocal company. For example, Ronald McDonald has been 
renamed Donald McDonald in Japan, because the Japanese 
language does not contain the ‘R’ sound. Additionally, the 
McDonald’s menu in Japan has been localised to include 
corn soup and green tea milkshakes, while you can buy 


beer in some European stores.°° And in Sweden, 


# 
qe 


McDonald’s developed a new package using woodcut illus- 
trations and a softer design to appeal to the interest the Source: Courtesy of Telstra. 
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consumers of that nation have in food value and the outdoors.*’ Figure 13.6 shows McDonald's point-ol-sales 


displays for Happy Meals in different markets. 


ike McDonald’s, Levi’s and Reebok also tend to follow multilocal strategies that calculate cultural differ- 
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consumers, stressing a social-group image, whereas it uses a much more individualistic, sexual image when 
communicating with European consumers.’® Still further, Yahoo!, one of the most important websites on the 
Internet, modifies both its content and communications for each of its 23 country-specific websites. In a 
number of Coke’s 146 world markets, what we know as Diet Coke is called Coca-Cola Light, because the word 
diet has an undesirable connotation or no relevance.°’ Also, Coca-Cola is currently testing flavoured drinks 
containing vitamins and minerals that it hopes will find a large market among the two billion children of the 
world, primarily in underdeveloped nations, who suffer from micronutrient deficiencies.*° In Japan, Coke’s best- 
selling beverage in Japan is not Coke Classic—it's Georgia Coffee—packaged in a can and available in more 
than 10 versions (e.g. black, black with sugar, with milk and sugar, and so on) and widely available from the 
ubiquitous vending machines spread throughout Japan. Other marketers feel that the world brand concept 
may be going too far. Specifically, the computer game Tomb Raider IV also had to be customised for different 
countries. Lara Croft, the heroine, was felt to be too tall and too British for the Japanese market, the Nazi 
icons had to be removed for the German market, and the naked priestess and zombies had to be clothed for 
the American market. 

Some firms follow a mixed or combination strategy. For instance, Unilever, Playtex, and Black & Decker 
have augmented their global strategies with local executions. In taking such an adaptive approach, global 
advertisers with a knowledge of cross-cultural differences can tailor their supplemental messages more effec- 
tively to suit individual local markets. For example, a study has indicated that while US consumers focus 
more on the product-related claims made in advertisements, Taiwanese consumers focus more on the appro- 
priateness of the ad, such as its aesthetic qualities.*' There is also some evidence to suggest that Spanish ads 
may contain a larger proportion of affiliation appeals than US ads do because of Spain’s cultural inclination 
toward femininity in its societal norms (US societal norms tend to reflect masculinity).* 

Because concepts and words often do not easily translate and many regions of the country have their own 
language, advertisements in China are likely to be more effective if they rely heavily on symbols rather than 
text.*? It is also important to note that consumers in different countries of the world have vastly different 
amounts of exposure to advertisements. For instance, the daily amount of advertising aimed at Japanese 
consumers in the 1990s was estimated to be 14 times the amount aimed at the average Laotian consumer in 
an entire year.”* A study of foreign advertisers in China found that 11% employed a standardised (or global) 
strategy, 12% used a localised strategy, and fully 77% favoured a combination strategy. Of the seven advertis- 
ing components that were studied, localising language to blend with the local culture was considered to be 
the most important, followed by the need to localise product attributes, models, colours of ads, humour, scenic 


background, and music.” 


FRAMEWORKS FOR ASSESSING MULTINATIONAL STRATEGIES 


Multinational marketers face the challenge of creating marketing and advertising programs capable of commu- 
nicating effectively with a diversity of target markets. To assist in this imposing task, various frameworks have 
been developed to determine the degree to which marketing and advertising efforts should be either glob- 
alised or localised. To enable international marketers to assess the positions their products enjoy in specific 
foreign markets, Table 13.6 presents a five-stage continuum that ranges from mere awareness of a foreign 
brand in a local market area to complete global identification of the brand; that is, the brand is accepted ‘as 
is’ in almost every market, and consumers do not think about its country of origin. 

Table 13.7 presents a framework that focuses on four marketing strategies available to a firm contemplat- 
ing doing business on a global basis. A firm might decide either to standardise or localise its product 


and either standardise or localise its communications program (thus forming a two-by-two matrix). The four 
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TABLE 13.6 | A product recognition continuum for multinational marketing 


Factors Examples 


Stage one Local consumers have heard or read of a brand marketed elsewhere but cannot get it at home; a brand is 
‘alien’ and unavailable but may be desirable (e.g. Rover [English autos], Havana cigars [made in Cubal, or 
medicine not approved by the PBS but sold in Europe or over the Internet). 


Stage two Local consumers view a brand made elsewhere as ‘foreign, made in a particular country but locally 
available (e. g. Saab autos, French wine). The fact that the brand is foreign makes a difference in ‘the 
consumer's mind, sometimes favourable, sometimes not. 


Stage three Local consumers accord imported brand ‘national status’; that is, its national origin is known but does not 
affect their choice (e.g. Foster's beer worldwide, Ford autos in southern Europe). 


Stage four Brand owned by a foreign company is made (wholly or partly) domestically and has come to be perceived by 
locals as a local brand; its foreign origins may be remembered but the brand has been ‘adopted’ 
(‘naturalised’). Examples are Sony in the United States, Coca-Cola in Japan and Australia. 


stage five Brand has lost national identity and consumers everywhere see it as ‘borderless’ or global; not only can 
people not identify where it comes from but they never ask this question. Examples include the Associated 
Press, Nescafé and Bayer aspirin. 


Source: Adapted from George V. Priovolos, ‘How to turn national European brands into pan-European brands’, Working paper, Hagan School of Business, 
lona College, New Rochelle, NY. 


possibilities this decision framework considers range from a company incorporating a global strategy (or stan- 
dardising both product and communications program) to developing a completely local strategy (or customis- 
ing both the product and communications program) for each unique market. In the middle there are two 
mixed strategies. All four cells may represent growth opportunities for the firm. To determine which cell repre- 
sents the firm’s best strategy, the marketer must conduct cross-cultural consumer analysis to obtain consumer 
reactions to alternative product and promotional executions. 

To illustrate the strategic importance of product uniformity, Frito-Lay, the US snack-food giant, has been 
standardising quality and reducing the many local brand names of potato chip companies that it owns through- 
out the world. This effort is moving the company along a common global visual appearance that features the 
Lay’s logo as a global brand. Its efforts are driven by research that revealed that potato chips are a snack food 
that has widespread appeal throughout much of the world.*° Despite this global push, Frito-Lay’s main brand 
in the Australia market is Smith’s Crisps, given the long heritage of the brand in that market. 

Another orientation for assessing whether to use a global versus local marketing strategy concentrates 
on a high-tech to high-touch continuum. Product standardisation appears to be most successful for high- 
involvement products that approach either end of the high-tech/high-touch continuum. In other words, 


TABLE 13.7 | A framework for alternative global marketing strategies 


Product strategy Communication strategy 
_ Standardised communications Localised communications 
Standardised product Global strategy: Mixed strategy: 

Uniform product/uniform message Uniform product/customised message 
Localised product Mixed strategy: Local strategy: 

Customised product/uniform message Customised product/customised message 
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products that are at either extreme are more suitable for positioning as global brands. In contrast, low- 
involvement products in the midrange of the high-tech/high-touch continuum are more suitably marketed as 
local brands, using market-by-market executions.*’ To illustrate, on a worldwide basis, consumers interested 
in high-involvement, high-tech products share a common language (such as ‘wi-fi’ and ‘Firewire’), whereas 
advertisements for high-involvement, high-touch products tend to use more emotional appeals and to empha- 
sise visual images. In either case, according to this perspective (high-involvement products that are either 
high-tech or high-touch), such products are candidates for global promotional communications. For physical 
consumer goods, country of origin is taken into account by consumers,*® but not to the same extent as in the 
case of high involvement goods. 

Some researchers have written that globalisation (or standardisation) and localisation should be viewed as 
two ends of a continuum and often the key to success is to ‘be global but to act local’. US consumer markets, 
because of their huge domestic market, often assumed that they could readily take the same marketing approach 
to consumers around the world. Many found they had to adjust their marketing, particularly in terms of where 
the item was sold and the actual product itself.4#? When marketing high-tech products globally, it is important 
to note that industrialised nations differ in their computer use. Often the goal in many European firms is to 
rise to a high enough position in the company so you do not have to use a PC (i.e. not using a PC is a status 
symbol).?° Moreover, approximately 68% of all existing Web pages are in English, 6% are in Japanese, 6% are 
in German, and 4% are in Chinese (these are the top four languages on the Internet).?! 

Perhaps because of the dominance of English-language pages on the Internet, specific non—English-speaking 
European nations appear to be out to distinguish themselves and their cultures by designing websites that 
reflect their countries and specific cultures. So, German websites might employ bright colours and a geo- 
metrical layout to give it a ‘German feel’; a French website might have a black background; a Dutch website 


might offer video downloads; and a Scandinavian website might provide a variety of images of nature.°? 


CROSS-CULTURAL PSYCHOGRAPHIC SEGMENTATION 


The paradox in cross-cultural consumer research is that although worldwide consumers may be similar in 
many ways (e.g. the increased number of women who work outside of the home), any differences in attitudes 
or behaviour can be crucial in determining satisfaction and may provide an opportunity for segmenting 
consumers in terms of cultural differences. For example, although more than 50% of Japanese and American 
women work outside of the home (which enhances the need for many convenience and time-saving products), 
Japanese women have been less likely to assert female independence in the way counterpart working women 
in the United States and other Western nations do.” Seen in this light, the determination of whether or not 
to market a time-saving cleaning device as a world brand is a critical strategic decision. Some firms might 
attempt to establish a global branding strategy, whereas others would design an individual or local marketing 
strategy—one that treats Japanese and American working women differently. One marketing authority aptly 
summed up the issues years ago by stating: “The only ultimate truth possible is that humans are both deeply 
the same and obviously different .. .°* 

This book endorses the same thesis. Earlier chapters have described the underlying similarities that exist 
between people and the external influences that serve to differentiate them into distinct market segments. 
Marketing involves understanding the drivers of value in each culture—psychological, social, cultural, and func- 
tional—and creating products and services to match. Global psychographic research often reveals cultural 
differences of great importance to marketers. For example, the US company Roper Starch Worldwide, a major 
multinational marketing research company, interviewed 35 000 consumers in 35 countries in order to identify 


shared values, irrespective of national borders. The research sought to uncover the bedrock values in people’s 
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lives in order to understand the motivations that drive both attitudes and behaviour. After completing the 
interviews in North and South America, Asia, and Europe, six global value groups were uncovered: strivers, 
devouts, altruists, intimates, fun seekers, and creatives.*? Table 13.8 presents a brief description of each of 


these six global market segments. 


TABLE 13.8 | Six global consumer market segments 


Name Size Description 

Strivers 23% Value wealth, status, ambition, and power, and products like mobile phones and computers. 
They consider material things extremely important. 

Devouts 22% Have more traditional values, like faith, duty, obedience, and respect for elders. Least 


involved with the media and least likely to want Western brands. Concentrated in the 
Mideast, Africa, and Asia. 


Altruists 18% Very outer focused—interested in social issues and causes. Generally well-educated, older 
(median age 44), and more female than the norm. Found in Russia and Latin America. 
Intimates 13% These are ‘people people, and focus on relationships close to home, such as spouses, 


significant others, family, and friends. Often found in England, Hungary, the Netherlands, and 
the United States. Very heavy users of media—gives them something to talk about to others. 


Fun seekers 12% The youngest group. They value excitement, adventure, pleasure, and looking good, and 
spend time at bars, clubs, and restaurants. The group loves electronic media and is more 
global in its lifestyle, especially in music. 


Creatives 10% Dedicated to technology, knowledge, and learning, and are the highest consumers of media, 
especially books, magazines, and newspapers. Members of this group are global trendsetters 
in owning and using a computer and in surfing the Web. 


Source: Stuart Elliott, ‘Research finds consumers worldwide belong to six basic groups that cross national lines’, New York Times, 25 June 1998, p. D8. 
Copyright © 1998 New York Times. Reprinted by permission. 


A study of 18-56-year-olds in more than two dozen countries divided respondents into four generational 
cohorts: Core boomers (born 1946 to 1954), cuspers (born 1954 to 1964), Gen Xers (born 1965 to 1974), and 
echo boomers (born 1975 to 1994). Table 13.9 compares the responses of core boomers and echo boomers 
on a number of values. Note, for example, how 100% of the Mexican core boomers felt that today’s emphasis 
on work is a bad thing, whereas in most other countries only 50% share this view. Australian consumers from 


both groups were less likely to emphasise a quiet life than were people in other countries.*° 


MARKETING MISTAKES: A FAILURE TO UNDERSTAND DIFFERENCES 


In most cases, the gamble for marketers in international marketing is not knowing whether the product, the 
promotional appeal, the pricing policy, or the retail channels that are effective in one country will work in 
other countries and in trying to determine what specific changes should be made to ensure acceptance in each 
foreign market. The following examples of some international marketing blunders illustrate that failure to 


adapt marketing strategy to the target market's distinctive cultural traits can lead to costly mistakes. 


PRODUCT PROBLEMS 


International marketers frequently neglect to modify their products to meet local customs and tastes. American 
marketers who sell food products in Japan frequently learn the hard way (through poor sales performance) 


that they must alter traditional product characteristics. For example, Snapple failed to sustain sales momentum 
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in Japan because consumers preferred clearer, less sweet iced tea. It appears that Snapple was either unwilling 
or too slow to alter its ingredients to conform to local Japanese tastes.°’ Kellogg's, the giant cereal company, 
has attempted to avoid the numerous cultural traps that are associated with cross-cultural marketing of food- 
stuff in its international expansion. It has learned to draw careful distinctions between the Irish, who consume 
17 pounds of cereal per person per year (the highest rate in the world), and the French, Italians, and Greeks, 
whose meagre breakfasts tend not to include cereal.*® Indeed, an article discussing Kellogg’s attempt to market 
cereals in Europe was titled ‘Europe is deaf to Snap! Crackle! Pop!’ The story did note that some European 
mothers were purchasing cereal for their children, and that cultural changes on the Continent might make 
bigger breakfasts more common.” Still another example showed that when Oreos biscuits (or cookies as the 
Americans call them) were introduced in Japan, Nabisco reduced the amount of sugar in the batter (the box 
promoted them as having a ‘bitter twist’) to meet Japanese tastes. However, some Japanese consumers still 
considered them too sweet and told the company that they ‘just wanted to eat the base’ without the icing (or 
cream as the Americans call it). Nabisco belatedly introduced new ‘Petit Oreo Non-Cream cookies’ that consisted 
of single wafers without the icing.®° To avoid such problems, marketers must ascertain in advance whether the 
physical characteristics of their products will be acceptable to the new market. When IKEA opened its first 
store in the Philadelphia area, it sold European-sized curtains that did not fit American windows. The founder 


'6l Conversely, 


of IKEA once remarked, jokingly, that ‘Americans just won't lower their ceilings to fit our curtains. 
US car companies were surprised when the Japanese (who generally have a great interest in American products) 
failed to buy US cars imported into Japan. The American manufacturers did not see a problem importing cars 
with the steering wheel on the left, even though Japan drives on the left hand side of the road.” 

Colour is also a critical variable in international marketing, because the same colour often has different 
meanings in different cultures. Consider the colour blue. In Holland, it stands for warmth; in ancient Iran, it 
was associated with mourning; in Sweden, it connotes coldness; in India, it means purity. Furthermore, yellow, 
which represents warmth in the United States, connotes infidelity in France.°? Pepsodent erred when it tried 
to sell its toothpaste in Southeast Asia by promising white teeth. In that part of the world, chewing betel nuts 
is considered an elite habit and, consequently, brownish-red teeth are viewed as a status symbol. Thus, Pepso- 
dent’s slogan, ‘You'll wonder where the yellow went, did not help to sell the product. It is critical that the 
colours of products and packages convey the proper meaning in the countries in which they are marketed. Just 
before an American tie manufacturer shipped its first order to Japan, its customer asked about the colour of 
the gift boxes. When told they were white, the Japanese customer requested red. In Japan, the colour white 


is associated with death.®* Red is also considered a propitious colour in China. 


PROMOTIONAL PROBLEMS 


When communicating with consumers in different parts of the world, the promotional message must be consis- 
tent with the language and customs of the particular target society. International marketers have faced various 
problems in communicating with widely different customer groups. For example, the 7-Up Company’s highly 
successful ‘uncola’ theme, developed for the US market, was considered inappropriate for many foreign markets 
because it did not translate well into other languages. Similarly, learning from earlier mistakes, multinational 
firms like Proctor @ Gamble and Ford now work harder to be responsive to particular tastes and values of local 
markets. For instance, they both withdrew their sponsorship of television programming in some countries 
when the sex and violence of the shows were judged to be too strong.® When Coke rolled out its ‘Life tastes 
good’ advertising campaign, it was adopted by Coke operations all over the world except for Japan. The Coke 
advertising slogan in Japan is ‘No reason’, which is based on the responses teenagers provided in Toyko focus 


groups when asked why they drink Coke. 
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Product names and promotional phrases can also cause considerable problems for international marketers. 
The word ‘clock’ in Chinese sounds like the word ‘death’. GM blundered with its ‘Body by Fisher’ tag line; in 
Flemish this translates into ‘Corpse by Fisher’. The US government made a miscalculation when it moved to 
drop the word North from North American Free Trade Agreement (or to move from NAFTA to AFTA) so as 
to make it more inclusive. The trouble began when Brazil pointed out that in Portuguese AFTA sounded like 


the words that mean ‘an open mouth sore’.°’ 


PRICING AND DISTRIBUTION PROBLEMS 


International marketers must adjust their pricing and distribution policies to meet local economic conditions 
and customs. For instance, in many developing nations, small-sized product packages often are a necessity 
because consumers cannot afford the cash outlay required for the larger sizes popular in the United States and 
other affluent countries. This can lead to differences in how supermarkets are used. In Vietnam, supermarket 
shoppers tend to shop frequently, but buying only a few items at a time. This is a compromise between cost 
and the novelty of accessing Western goods.°® Even in developed nations, important differences do exist. For 
example, supermarkets are very popular in Switzerland, but just across the border in France, consumers prefer 
smaller and more intimate stores for grocery shopping. It should also be remembered that what first world 
marketers view as ‘low cost’ may not be viewed similarly in other countries. The US fast-food franchises oper- 
ating in Mexico, such as McDonald’s and Burger King (known as Hungry Jack’s in Australia) are all consid- 
ered upscale to the Mexican consumer. When Taco Bell tried to enter the Mexican market, it found that its 
taco prices were much higher than the standard Mexican taco (10 pesos versus 3 pesos). Moreover, what Taco 
Bell considered to be a taco was more in line with what Mexican consumers would call a burrito.®’ Japan’s tradi- 
tional distribution system is based on a close, complex relationship between larger Japanese manufacturers and 
their distributors and retailers. This can form an effective trade barrier to the distribution of imported products.” 


Thus, marketers must vary their distribution channels by nation. 


Environmental Information on Packaging: A Cross-Cultural Examination 
Dimitri Kapelianis, University of the Witwatersrand, South Africa 

Andrea Prothero, University College Dublin, Ireland 

Les Carlson, Clemson University, USA 

Michael Polonsky, Victoria University of Technology 


Earth felt the wound, and Nature from her seat 
Sighing through all her works gave signs of woe, 
That all was lost 

John Milton, Paradise Lost 


Many people would agree with the sentiment expressed by John Milton: they feel increasingly that the Earth 
is under attack and note, with alarm, the destruction of the rainforests in the Amazon, the depletion of the 
ozone in the atmosphere, and the growing list of animals threatened with extinction. This sentiment can be 
traced back at least as far as the early 1970s when the ‘counterculture’ of that period led to a general challenging 
of the values of industrialised society, although since then it has steadily grown in strength. 
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As is human nature, when things go wrong we look for a scapegoat—someone whom we can blame. The 
erivironment is no exception. Many people accuse ‘the system’ in general, and economic growth in particular. 
In a Gallup poll conducted in 1992, surveying 22 countries at various stages of industrialisation, at least two- 
fifths of respondents in each country agreed that environmental protection should be emphasised ahead of 
economic growth. Some people blamed their governments for inadequate environmental regulation and others 
blamed ‘big business’ for the earth’s environmental problems. Consumers also act upon these concerns. A 
study in the United States in 1996, for instance, highlighted that 11% of the population avoid purchasing from 
companies they believe to be environmentally irresponsible. 

Governments and businesses have both responded to these accusations. For example, many governments 
have introduced stricter environmental regulations; in Europe, there is a growing trend towards the allocation 
of at least some public expenditure to environmental research and development; and, worldwide, ‘green’ parties 
are pressuring governments to play a more active role. Businesses, too, appear to be mending their ways. Some 


examples include: 


 McDonald’s announcing that it would recycle all its corrugated cardboard and no longer use polystyrene 
packaging; 

fi the Nedbank group in South Africa donating a share of its revenues to the World Wildlife Foundation; 
and 

ll Shell, after stiff opposition, finally agreeing to halt petroleum exploration in the ecologically sensitive Niger 
delta. 


But these same companies often find themselves in a quandary when conveying information about their 
environmental activities to consumers. This type of information, frequently referred to as an environmental 
claim, is common in advertising and often included on a product’s packaging. Increasing numbers of consumers 
see themselves as environmentalists and in surveys indicate that they consider a company’s environmental 
reputation before purchase; not only do they avoid environmentally harmful products but are even willing to 
pay a small premium for environmentally safer products. 

Unfortunately, environmental claims are often ineffective, as many consumers do not understand the 
environmental terms used and as a result misinterpret the claims. Even when consumers do understand 
the claims, they often view them with scepticism, believing that firms making these claims are no better for 
the environment than firms that do not. Partially in response to the problems associated with these claims, 
various governmental and industry bodies have developed Codes of Conduct/Practice for environmental 
marketing claims. These include the European Eco-Label, the Green Seal scheme in the United States and 
Australia’s Environmental Choice label. 

One recent cross-cultural study (conducted in 1999 in Australia, South Africa, the United Kingdom and 
the United States) focused on how consumers interpret environmental claims. Three consumers from each 
country (i.e. 12 in total) served as proxies for consumers within their respective countries. These individuals 
were asked to examine and judge a number of bottles of dishwashing liquid from each country. They then 
described, in their own words, what information on the package they considered to be of an environmental 
nature, and why. They were also asked to judge if the piece of environmental information was complete enough 
to be understood and again to provide reasons for their answers. The researchers used a technique known as 
content analysis to examine and group responses. 

The results of this study are very interesting and in many ways quite surprising. The amount of informa- 


tion that these consumers judged to be of an environmental nature is quite considerable (47 attributes in 
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total) and can be grouped into four broad categories: environmental product information: informational points 
of differentiation (which included caution statements and animal-related information); ingredient-related 
information; and general product information. The attributes included in these categories are listed in 
Table 13.10, which also indicates the country-of-origin of the dishwashing package containing the attribute. 

It is necessary to highlight a few of the findings from the table. First, note that some of the attributes are 
common to all four countries. Examples include the phosphate-free nature of the product, an ingredients 
listing, and usage instructions. By contrast, other attributes are more country-specific and are often found on 
only one package. For example, in the United Kingdom there is a brand that is Vegan-approved and in Australia 


TABLE 13.10 | Attributes that consumers consider to be environmental 


Attribute Aus SA UK USA Attribute 


Environmental Product Information Ingredient Related Information 


Biodegradable 

Recycle bottle/symbol 
Phosphate-free 

Product name 

Recycled packaging 
Reduces pollution 
Reduces waste 

Uses less packaging 
Reduced use of resources 
Reduces energy use 
Environmental slogan 
Environmental sponsorships 
Helps conservation 

Third party endorsements 
Environmental picture 
Environmental award 
Ecological factory 

Please recycle bottle 
synergistic formula 


Informational Points of Differentiation 


Keep out of children’s reach 
Don't use with bleach 

Eye irritant 

Not tested on animals 
Vegan-approved 


SS SE, OE SD, OE CD, OE, CD, GD, WG 


v 


Ingredients listing 

Soft on hands 

Contains lanolin 
Eliminated contaminants 
Non-toxic ingredients 
Natural fragrance 
Natural ingredients 

Ph balanced 

Mild and gentle 

Fights germs on hands 
Picture of natural image 


General Product Information 


How to use 

Concentrated formula 
Anti-bacterial 

Careline telephone number 
Dermatologically tested 
Multi-purpose use (e.g. soap) 
Please dispose of carefully 
Money back guarantee 
New bigger size 

Safe for fine washables 
Safe for septic tanks 

Use in hard or soft water 


VNR nugns 


aN 
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there is a brand that provides environmental sponsorships. Often these brands adopt an environmentally 
friendly positioning that is reflected in their choice of brand name. These include ‘Earth Choice’ in Australia, 
‘BioClassic’ in South Africa, and ‘Down to Earth’ in the United Kingdom. 

A second point worth noting is the difference in the number of environmental attributes across countries. 
Australian brands generally provide the most information of an environmental nature followed, in order, by 
the United Kingdom, South Africa and the United States. Perhaps the most interesting finding, however, relates 
to the types of information that these consumers considered to be environmental. They often identified infor- 
mation that we would not necessarily immediately associate with environmental issues. For example, it is not 
obvious how the fact that the product is concentrated can be environmental information. However, the 
consumers included in the study felt that less of a concentrated product would be used to wash the same 
number of dishes as an ordinary formula. Therefore, concentrated products would be replaced less frequently 
arid lead to less wastage. 

In relation to the adequacy of the information provided, these consumers considered the information 
aclequate only if it was fully explained. Several of the consumers thought that the environmental claims were 
either vague or meaningless. This applied especially to the use of environmental slogans such as ‘caring for 
the environment and ‘environmentally approved’. However, consumers were generally not cynical—they did 
not believe that firms intentionally tried to mislead them and in fact they wanted more detail to assist them 
in evaluating the environmental claims provided. If these trends are generalisable (i.e. there are substantial 
proportions of demanding consumers) it suggests that marketers may be forced to respond and provide more 
substantive environmental information. Perhaps, with time, we can undo the damage that we have caused 


and find that Paradise is not lost after all. 


Note: This case study is based on research conducted by the authors and funded by a fellowship received from 


the American Advertising Association for which the authors express their gratitude. 


Case Study Questions 

1. What does the difference in environmental information across countries suggest about globalisation of 
consumer interests? Following on from this, can and should firms consider standardising the environ- 
mental information they provide to consumers? 

2. As can be seen in Table 13.10, some of the issues identified may not traditionally be considered ‘environ- 
mental’. What are the ramifications of this for communicating with consumers? 

3. How might claims such as, ‘caring for the environment’ and ‘environmentally approved’ be improved so 
as to alleviate interpretation problems that might arise? 

4. Suggest an explanation for why certain countries appear to be ‘ahead’ in their provision of environmental 
information on packaging, as opposed to others? 

5. Do you think that environmental labels should be regulated? If so, should this be done by individual 
companies, industry regulators, government regulators or even non-government organisations? Justify 


your answers. 
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Summary 


With so much diversity present among the members of just 
one nation (such as Australia), it is easy to appreciate that 
numerous larger differences may exist between citizens of 
different nations having different cultures, values, beliefs, 
and languages. If international marketers are to satisfy the 
needs of consumers in potentially very distinct markets 
effectively, they must understand the relevant similarities 
and differences that exist between the peoples of the coun- 
tries they decide to target. 

When consumers make purchase decisions, they seem 
to take into consideration the countries of origin of the 
brands that they are assessing. Consumers frequently have 
specific attitudes or even preferences for products made in 
particular countries. These country-of-origin effects influ- 
ence how consumers rate quality and, sometimes, which 
brands they will ultimately select. 

As increasing numbers of consumers from all over the 
world come in contact with the material goods and lifestyle 
of people living in other countries and as the number of 
middle-class consumers grows in developing countries, 
marketers are eager to locate these new customers and to 
offer them their products. The rapidly expanding middle 
classes in Asia, South America, and Eastern Europe possess 


Discussion questions 


relatively substantial buying power because their incomes 
are largely discretionary (necessities like housing and medical 
care are often provided by the state at little or no cost). 

For some international marketers, acculturation is a 
dual process: First, marketers must learn everything that is 
relevant to the product and product category in the society 
in which they plan to market, and then they must persuade 
the members of that society to break with their traditional 
ways of doing things to adopt the new product. The more 
similar a foreign target market is to a marketer's home 
market, the easier is the process of acculturation. 
Conversely, the more different a foreign target market, the 
more difficult the process of acculturation. 

Some of the problems involved in cross-cultural analysis 
include differences in language, consumption patterns, 
needs, product usage, economic and social conditions, 
marketing conditions, and market research opportunities. 
There is an urgent need for more systematic and concep- 
tual cross-cultural analyses of the psychological, social, and 
cultural characteristics concerning the consumption habits 
of foreign consumers. Such analyses would identify 
increased marketing opportunities that would benefit both 
international marketers and their targeted consumers. 


1. Will the elimination of trade barriers among the coun- 
tries of the European Union change consumer behav- 
iour in these countries? How can companies based 
outside the EU take advantage of the economic oppor- 
tunities emerging in Europe? 

2. With all the problems facing companies that go global, 
why are so many companies choosing to expand inter- 
nationally? What are the advantages of expanding 
beyond the domestic market? 

3. Some say communications, especially the Internet and 
its domination by English content, are taking a global 
culture to all societies. At the same time, the break-up 
of the Soviet Union saw the emergence of other inde- 
pendence movements aiming to establish the separate 
identities of various ethnic groups. Are the cultures of 
the world becoming more similar or more different? 
Discuss. 

4. What is cross-cultural consumer analysis? How can a 
multinational company use cross-cultural research to 
design each factor in its marketing mix? Illustrate your 


answer with examples. 


Ul 


What are the advantages and disadvantages of global 
promotional strategies? 

6. Should Head & Shoulders shampoo be sold worldwide 
with the same formulation? In the same package? With 


the same advertising theme? Explain your answers. 


~~ 


(a) If you wanted to name a new product that would be 
acceptable to consumers throughout the world, what 
cultural factors would you consider? 

(b) What factors might inhibit an attempt by Apple to 
position a new laptop computer as a world brand? 

8. An Australian company is introducing a line of fresh 

flowers into Japan. 

(a) How should the company use cross-cultural 
research? 

(b).Should the company use the same marketing mix it 
uses in the home market to traget Japanese 
consumers? 

(c) Which, if any, distribtion, product and communica- 
tion issues should be designed specifically for these 
flowers in Japan? 


Explain your answers. 
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9. Mercedes-Benz, a German car manufacturer, is using 


E 


1 


K 


cross-cultural psychographic segmentation to develop 
marketing campaigns for a new two-seater sports car 
directed at consumers in different countries. How 
should the company market the car in the United 


States? How should it market the car in Japan? 


xercises 


Write some questions for a consumer research survey 
into areas such as credit cards, soup, toilet paper, 
perfume or mobile phones. Ask a student who is bilin- 
gual to translate the questions into his or her own 
language. Ask another person to translate them back 
into English. Compare the two versions and determine 
why there are differences. What differences in cultural 
sensitivity does this exercise reveal? 

What difficulties do credit card companies, beer produc- 
ers and McDonald’s have in introducing their products 
into countries in the Asia-Pacific region? How would 
India and China differ from Malaysia and Indonesia? 
How big is the cross-cultural market for educational 
services provided by Australia to companies and indi- 
viduals in the Asia-Pacific region? How would you go 
about increasing Australia’s share of this market? 

If you are a student studying in another country, please 
identify some of the differences in values, behaviour, 


and consumption patterns you noted between people 


ey terms 


acculturation (p. 444) 

ASEAN (p. 436) 

back translation (p. 446) 

cross-cultural consumer analysis (p. 438) 


cross-cultural consumer research (p. 445) 


cross-cultural psychographic segmentation (p. 451) 


E 


lL. 


ndnotes 


10. What advice would you give to an Australian retailer 


who wants to sell women’s clothing in the US? 


11. Select two of the marketing mistakes discussed in the 


2: 


text. Discuss how these mistakes could have been 
avoided if the companies involved had adequately 


researched some of the issues listed in Table 13.5. 


in your home country and the country in which you 
are now studying? If you are studying in your own 
country, find a student from another country and see 
what they say. 

Compare the your views of how consumers behave in 
your culture with the views of someone who has visited 
that culture. Are there agreements? What accounts for 
different experiences or perceptions? 

Select one of the following countries: Indonesia, 
Germany, Singapore, Israel, Japan, the US or China. 
Assume that a significant number of people in the 
country you chose would like to visit Australia and have 
the financial means to do so. Now, imagine you are a 
consultant for the Australian government and that you 
have been charged with developing a promotional 
strategy to attract tourists from the country you chose. 
Focusing on accommodation, food and travel services 


explain what approaches you would use. 


European Union (EU) (p. 436) 

global advertising strategy (p. 447) 

multinational strategies (p. 449) 

North American Free Trade Agreement (NAFTA) (p. 436) 
product standardisation (p. 450) 

world brand (p. 437) 
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This chapter draws many of the psychological, social and cultural concepts developed throughout the book 
into a simple framework for understanding how consumers make decisions. Unlike Chapter 15, which will 
examine the dynamics of new product adoption, this chapter takes a broader perspective and examines 
consumer decision making in the context of all types of consumption choices, ranging from the consumption 


of new products to the use of old and established products. 


»> What is a decision? 


Every day, each of us makes numerous decisions concerning every aspect of our daily lives. However, we 


generally make these decisions without stopping to think about how we make them and what is involved in 
the decision-making process itself. In the most general terms, a decision is the selection of an action from two 
or more alternative choices. In other words, for us to make a decision, a choice of alternatives must be avail- 
able. If we have a choice between making a purchase and not making a purchase, or a choice between brand 
X and brand Y, then we are in a position to make a decision. On the other hand, if we have no alternatives 
from which to choose and are forced to make a particular purchase (e.g. a prescribed medication), then this 
single ‘no-choice’ action does not constitute a decision. A no-choice decision is commonly referred to as 
‘Hobson's choice’. 

In actuality, a no-choice purchase or consumption situation is rare in Australian society. However, it is very 
common through habit or circumstance for consumers not to make an active choice. We do not choose which 
brand of bank to use each time we make a banking transaction, although we may choose a different commu- 
nication link (e.g. ATM). Similarly, we do not choose which brand of laundry detergent to use if someone else 
is the main grocery buyer. Thus, decision making must be considered in the context in which it occurs. Gener- 
ally however, if there is almost always a choice, then there is almost always an opportunity for consumers to 
make decisions. Providing consumers with a choice when there was originally none can be a very good business 
strategy, one that can substantially increase sales.’ For instance, in one case, a direct-mail electrical appliance 
catalogue displayed two coffeemakers instead of just one. The original coffeemaker was priced at $149 and 
a ‘new’ only slightly larger model was priced at $229. The addition of the second comparison coffeemaker 
stimulated consumer evaluation that significantly increased the sales of the original coffeemaker. For the 
remainder of this chapter, and Chapter 16, we focus on those situations where consumers actually make 


decisions about products or services. 


» Four views of consumer decision making 


Before presenting a simple model of how consumers make decisions, we consider several models of consumers 


that depict decision making in distinctly different ways. Decision-making models refer to general perspectives 
held by a significant number of people concerning how (and why) individuals behave as they do.* Specifi- 
cally, we will examine the following consumer-related models of decision making: (1) economic model; 


(2) passive model; (3) cognitive model; (4) emotional model. 


ECONOMIC MODEL 


In the field of theoretical economics, which portrays a world of perfect competition, the consumer is often char- 
acterised as an economic person; that is, an individual who makes rational decisions. To behave rationally in 
the economic sense, a consumer would have to be aware of all available product alternatives, would have 


to be capable of correctly ranking each alternative in terms of its benefits and disadvantages, and would have to 
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be able to identify the one best alternative. This model has been criticised by consumer researchers because 
consumers rarely have enough information, sufficiently accurate information, or an adequate degree of involve- 
ment or motivation to make perfect decisions. 

According to a leading social scientist, the economic model is unrealistic for the following reasons: (a) 
people are limited by their existing skills, habits and reflexes; (b) people are limited by their existing values 
and goals; and (c) people are limited by the extent of their knowledge.? Consumers operate in an imperfect 
world, in which they do not maximise their decisions in terms of economic considerations such as 
price—quantity relationships, marginal utility or indifference curves. Indeed, the consumer is generally unwill- 
ing to engage in extensive decision-making activities and will settle instead for a ‘satisfactory’ decision, one 
that is ‘good enough’.* For this reason, the economic model is often rejected as too idealistic and simplistic. 
There may often be another set of motives that could account for a consumer’s behaviour. As an example, 
recent research has found that consumers’ primary motivation for price haggling, which was long thought to 
be the desire to obtain a better price (i.e. better dollar value for the purchase), may instead be related to the 


need for achievement, affiliation, and dominance.° 


PASSIVE MODEL 


Quite opposite to the economic view is the passive model, which depicts the consumer as submissive to the 
self-serving interests and promotional efforts of marketers. Consumers are perceived as impulsive and irrational 
purchasers, ready to yield to the arms and aims of marketers. At least to some degree, the passive model of 
the consumer was subscribed to by the hard-driving supersalesmen of old, who were trained to regard the 
consumer as an object to be manipulated. 

The principal limitation of the passive model is that it fails to recognise that the consumer can play an 
equal, if not dominant, role in many buying situations. It does this by seeking information about product 
alternatives and selecting the product that appears to offer the greatest satisfaction and at other times by impul- 
sively selecting a product that satisfies the mood or emotion of the moment. All that we have studied about 
motivation (see Chapter 3), selective perception (Chapter 5), attitudes (Chapter 7), and opinion leadership 
(Chapter 8) serves to support the proposition that consumers are rarely objects of manipulation. However, there 
are situations (discussed in Chapter 6) where consumers can be conditioned by the rewards of the marketer, 


or when they are in a low-involvement state and can be somewhat passive in their learning. 


COGNITIVE MODEL 


The third model portrays the consumer as a thinking problem solver. Within this framework, consumers are 
frequently pictured as either receptive to, or actively seeking, products and services that fulfil their needs and 
enrich their lives. The cognitive model focuses on the processes by which consumers seek and evaluate infor- 
mation about selected brands and retail outlets. 

In this model, consumers are viewed as information-processing systems. Information processing leads to the 
formation of preferences and ultimately to purchase intentions. Consumers may also use a preference forma- 
tion strategy that is ‘other-based’, in which they allow another person—a trusted friend, an interior decorator, 
an expert retail salesperson—to establish preferences for them.°® 

From a cognitive perspective, consumers are rational given the limitations of their ability to process and 
remember information, and their varying interests and priorities. This concept of bounded rationality’ suggests 
that consumers cannot be rational in the economic sense, but they strive to make the best decisions possible 
given these limitations. The consumer is unlikely even to attempt to obtain all available information about every 


choice. Instead, the consumer's information-seeking efforts are likely to cease when what is perceived as 
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sufficient information about some of the alternatives is obtained—enough information to enable an ‘adequate’ 
clecision to be made. As this information-processing viewpoint suggests, consumers often develop short-cut 
clecision rules (called heuristics) to ease the decision-making process. They might also use decision rules to 
cope with exposure to too much information, a condition known as information overload. 

The cognitive, or problem-solving, model describes a consumer who falls somewhere between the extremes 
of the economic and passive model. This consumer does not (or cannot) have total knowledge about avail- 
able product alternatives. Therefore, this individual cannot make perfect decisions, but nonetheless actively 
seeks information and attempts to make satisfactory decisions. 

Consistent with the problem-solving model is the notion that a great deal of consumer behavior is 
goal directed. For example, a consumer might purchase a computer in order to manage finances or look 
for a laundry detergent that will be gentle on fabrics. Goal setting is especially important when it comes to 
the adoption of new products because the greater the degree of ‘newness,’ the more difficult it would be 
for the consumer to evaluate the product and relate it to his or her need (because of a lack of experience with 
the product). Figure 14.1 diagrams goal setting and goal pursuit in consumer behaviour. 

The cognitive model allows for the consumer to be actively involved in the decision-making process, but 
does not predict economically rational decisions. Our discussions of specific aspects of consumer decision 


making throughout the book have frequently depicted a consumer who is consistent with the cognitive model. 


EMOTIONAL MODEL 


Marketers frequently prefer to think of consumers in terms of either economic or passive models. In reality 


however, each of us is likely to associate deep feelings or emotions—joy, fear, love, hope, sexuality, fantasy, even 


f FIGURE 14.1 | Goal setting and goal pursuit in consumer behaviour 


‘How do | feel about 
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Formation Goal 


~ Action 


sate of a goal | slenaing attainment/ 
intention failure 
‘What are the ‘What is it ‘How can | ‘How well have ‘To what degree 
goals | can for which | achieve my | enacted my have | achieved/ 
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why do | want to (When, where, ‘Am | making my goal?’ 
pursue them?’ how, and how progress toward 
long should my goal?’ 
| act?’) ‘Are there adjust- 
ments that need to 
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‘Is the goal 
still important 
to me?’ 


Source: Richard P Bagozzi and Utpal Dholaki, ‘Goal setting and goal striving in consumer behaviour’, Journal of Marketing, 63, 1991, p. 21. Reprinted 
with permission from the Journal of Marketing, published by the American Marketing Association. 
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a little ‘magic—when it comes to certain purchases or possessions. These feelings or emotions are likely to 
be highly involving. For instance, a writer who misplaces a favourite pen might go to great lengths to look 
for it, despite the fact that he has six others at hand. 

Possessions may also serve to preserve a sense of the past and act as familiar transitional objects when one 
is confronted with an uncertain future. For example, members of the armed services invariably carry 
photographs as memorabilia of ‘the girl (or guy) back home’, their families, and their lives in earlier times. These 
objects serve as hopeful reminders that normal activities will resume some day.’ If we were to reflect on the 
nature of our recent purchases, we might be surprised to realise just how impulsive some of them were. Rather 
than carefully searching, deliberating and evaluating alternatives before buying, we are just as likely to have 
made many of these purchases on impulse or because we were emotionally driven. 

When a consumer makes what is basically an emotional purchase decision, less emphasis is placed on the 
search for pre-purchase information. Rather than carefully searching, deliberating and evaluating alternatives 
before buying, we are just as likely to have made many of these purchases on impulse or a whim or because 
we were ‘emotionally driven’. Emphasis is placed on current mood and feelings—‘Go for it!’ This is not to say 
that the decisions made by an emotional decision maker are irrational. As Chapter 3 points out, buying 
products that allow emotional satisfaction is a perfectly rational consumer decision. Some emotional deci- 
sions are expressions that ‘you deserve it’ or ‘treat yourself’. For instance, many consumers buy designer-label 
clothing, not because they look any better in it, but because status labels make them feel better. This is a 
rational decision. Of course, if a man with a wife and three children purchases a two-seater BMW Z3 
<www.bmw.com> for himself, the neighbours might wonder about his level of rationality (although some 
might think it was deviously high). No such question would arise if the same man selected a box of Lindt Lindor 
chocolate <www.lindt.com>, instead of a Cadbury Milk Tray <www.cadbury.com.au>, although in both 
instances, each might be an impulsive, emotional purchase decision. Furthermore, in the case of a good number 
of products, the choice of one brand over another has little to do with rationality. Advertisers are recognising 
with renewed interest the importance of emotional or feeling-oriented advertising.'© 

Like emotion, consumers’ moods are also important to decision making. Mood can be defined as a ‘feeling 
state’ or ‘state of mind’.'! Unlike an emotion, which is a response to a particular environment, a mood is more 
typically an unfocused, pre-existing state already present when a consumer experiences an advertisement, retail 
environment, brand or product.'* Compared to emotions, moods are generally lower in intensity and longer 
lasting. They are not as directly coupled with action tendencies and explicit actions as emotions.'? 

Mood appears to be important to consumer decision making because it influences when consumers shop, 
where they shop, and whether they shop alone or with others. It is also likely to influence how the consumer 
responds to actual shopping environments (i.e. at point-of-purchase).'* In a sense, the retailer may attempt 
to create a ‘mood’ for shoppers, even though shoppers enter the store with a pre-existing mood. Recent research 
suggests that a store’s image or atmosphere can affect shoppers’ moods and, in turn, shoppers’ moods can 
influence how long they stay in the store, as well as other behaviour that retailers wish to encourage.’ 

In general, individuals in a positive mood recall more information about a product than those in a negative 
mood. As the results of one study suggested, however, inducing a positive mood at the point-of-purchase 
decision (e.g. through background music, point-of-purchase displays) is unlikely to have a meaningful impact 
on specific brand choice unless a previously stored brand evaluation already exists.'° Additionally, consumers 
in a positive mood typically employ a mood maintenance strategy. This is designed to avoid investing cogni- 


tive effort in any task unless it promises to maintain or enhance the positive mood.’ 
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>» A model of consumer decision making 


This section presents a simple model of consumer decision making that reflects the cognitive, or problem- 


solving, consumer, and to some degree the emotional consumer. The model is designed to tie together many 
of the ideas on consumer decision making and consumption behaviour discussed throughout the book. It 
does not presume to provide an exhaustive picture of the complexities of consumer decision making. Rather, 
it is designed to synthesise and coordinate relevant concepts into a significant whole. The model, presented 
in Figure 14.2, has three major components: input, process and output. It is important to remember that not 
all consumer decision situations receive (or require) the same degree of information search (see Chapter 6). 


If all decisions required extensive effort, consumer decision making would be an exhausting process that left 


( FIGURE 14.2 | A simple model of consumer decision making 


External influences 


INPUT Firm’s marketing strategies Sociocultural environment 
a Products a Communication and reference groups 
b Promotion b Family 
C Pricing c Social class 
d Channels of distribution d Culture and subculture 
e Market segmentation e Opinion leadership and diffusion of innovation 
f Public policy and consumer protection 
Decision making 
PROCESS Psychological field 
Need recognition a Consumer needs and motivation 
b Personality and self 
c Perception 
d Learning and involvement 
e Attitudes 
Pre-purchase search Organisational field 
a Organisational buying 
Experience 
Evaluation of 
alternatives 
OUTPUT Post-decision behaviour 


Purchase 
a Trial 
b Repeat purchase 


Post-purchase evaluation 
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little time for anything else. On the other hand, if all purchases were routine, they would tend to be monot- 
onous and would provide little pleasure or novelty. On a continuum of effort ranging from very high to very 
low, we can distinguish three specific levels of consumer decision making: extensive problem solving, limited 


problem solving and routinised response behaviour.'® 


ll Extensive problem solving When consumers have not established criteria for evaluating a product category 
or specific brands in that category, or have not narrowed the number of brands to be considered to a small, 
manageable subset (the evoked set), their decision-making efforts can be classified as extensive problem 
solving. At this level, the consumer needs a great deal of information to establish a set of criteria on which 
to judge specific brands and a correspondingly large amount of information concerning each of the brands 
to be considered. 

i Limited problem solving At this level of problem solving, consumers have already established the basic 
criteria for evaluating the product category and the various brands in the category. However, they have 
not fully established preferences concerning a select group of brands. Their search for additional infor- 
mation is more like ‘fine-tuning’; they must gather additional brand information to discriminate among 
the various brands. 

i Routinised response behaviour At this level, consumers have some experience with the product category and 
a well-established set of criteria with which to evaluate the brands in their evoked sets. In some situations, 
they may search for a small amount of additional information; in others, they simply purchase out of habit 


or review what they already know. 


Just how extensive the problem-solving task is depends on how well established consumers’ criteria for selec- 
tion are, how much information they have about each brand being considered, and how narrow the set of 
brands (the evoked set) is from which the choice will be made. Clearly, extensive problem solving implies 
that consumers must seek more information to make a choice, while routinised response behaviour implies little 
need for additional information. The model as specified in Figure 14.2 is an extensive problem-solving model, 
but it can be adapted to represent limited and routine problem-solving situations as well. 


INPUT 


The input component of our consumer decision-making model draws on external influences that serve as 
sources of information about a particular product and influence a consumer's product-related values, attitudes 
and behaviour. The most important input factors are the marketing inputs, which include the activities of 
organisations that attempt to communicate the benefits of their products and services to potential consumers, 
and the non-marketing sociocultural inputs which, when internalised, influence the consumer's purchase 


decisions. 


Marketing inputs 
The firm’s marketing activities are a direct attempt to reach, inform and persuade consumers to buy and use 
its products. These inputs to the consumer's decision-making process take the form of specific marketing 
strategies that consist of the product itself (including its package, size and guarantees); mass media advertis- 
ing, direct marketing, personal selling and other promotional efforts; pricing policy; the selection of 
distribution channels to move the product from the manufacturer to the consumer; market segmentation 
and the implementation strategies. 

Ultimately, the impact of a firm’s marketing efforts is governed to a large degree by the consumer's percep- 
tion of these efforts. Thus, marketers do well to remain diligently alert to consumer perceptions, rather than 


to rely on the intended impact of their marketing messages. 


CHAPTER 14 Decision making »473 


Sociocultural inputs 

The second type of input, the sociocultural environment, also exerts a major influence on the consumer. 
Sociocultural inputs (examined in Part 3) consist of a wide range of non-commercial influences. For example, 
the comments of a friend, an editorial in the newspaper, usage by a family member, an article in Choice or the 
views of experienced consumers participating in a special interest discussion group on the Internet are all 
specific and direct non-commercial sources of information. The influences of social class, culture and subcul- 
ture, though less tangible, are important input factors that are internalised and affect how consumers evaluate 
and ultimately adopt (or reject) products and services. 

The unwritten codes of conduct communicated by culture subtly indicate which consumption behaviour 
is considered ‘right’ or ‘wrong’ at a particular point in time. For example, until the 1970s, most men would 
not have considered using a hair dryer or hairspray to keep their hair in place. Similarly, skin care products 
and makeup would not have been considered for purchase by men. However, the advent of the ‘metrosexual’ 
in the new millennium has seen this consumption behaviour change.!? Now all of these products are often used 
by men. (See also Chapter 12.) 

Unlike the firm’s marketing efforts, sociocultural inputs do not necessarily support the purchase or consump- 
tion of a specific product, but may influence consumers to avoid a product. For example, animal rights activists 
(such as former French actor Brigitte Bardot) have attempted to educate consumers about the cruelty inflicted 
on animals when obtaining the raw materials necessary for fur coats. In some areas of the world and in some 
circles, these messages have discouraged women from buying and wearing furs. 

The cumulative impact of each firm’s marketing efforts, the influence of family, friends and neighbours, and 
society’s existing code of behaviour are all inputs that are likely to affect what consumers purchase and how 
they use what they buy. Because these influences may be directed to the individual or actively sought by the 


individual, a two-headed arrow is used to link the input and process segments of the model (see Figure 14.2). 


PROCESS 


The process component of the model is concerned with how consumers make decisions. To understand this 
process, we must consider the influence of the psychological concepts examined in Part 2. The psychologi- 
cal field represents the internal influences (consumer needs and motivation, perception, learning and involve- 
ment, personality and self as well as attitudes) that affect consumers’ decision-making processes (what they 
need or want, their awareness of various product choices, their information-gathering activities and their 
evaluation of alternatives). Included in the psychological field are two key concepts that are functions of 


consumer perceptions—perceived risk and the evoked set. We discuss these later in the chapter. 


The act of making decisions 
As pictured in the process component of the simple decision model in Figure 14.2, the act of making a consumer 


decision consists of three stages: 


1. need recognition 
2. pre-purchase search 


3. evaluation of alternatives. 


Need recognition The recognition of a need is likely to occur when a consumer is faced with a ‘problem’. This 
takes place when the tension caused by the difference between actual state and desired state is above a thresh- 
old level set by the consumer. The actual state is consumers’ perception of their present situation. The desired 


state is consumers’ perception of the situation they would like to be in. There is usually a difference, however 
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minor, between our current situation and our desired situation. The difference between these two states creates 
tension; if the tension rises above an acceptable threshold, the consumer will recognise the need for change 
(Figure 14.3). This process is not unlike the tension discussed in Chapter 3. For example, John, a university 
student in Sydney, relies on public transport because he does not have access to a car, motorbike or push bike. 
John has been in this situation for some time now. Today, after he had waited half an hour for a bus to arrive, 
only to be told he could not get on because the bus was too full, he decided to begin shopping immediately 
for a used car. John perceives his actual state as undesirable because he must depend on public transport. 
John’s desired state is one of independence, which he believes he will achieve by owning his own car. It is 
important to note that John’s actual state is his perception of the situation. Michael, another university student, 
is currently also reliant on public transport. Michael, however, perceives his situation to be one of worry-free, 
responsibility-free transport. Michael’s perception is different because he has just had his car towed to the 
wreckers after months of costly repair bills and parking charges. The actual state depends on a comparison 
with past situations. It can also depend on comparisons with relevant reference groups. 

Take another example: consider the case of Adrian, a busy marketing executive for the Australian branch 
of a major multinational food company, and husband of Michelle. Most of Adrian’s family lives in Victoria. The 
imminent birth of their first child, which will be his family’s first grandchild, is of great importance. However, 
as Adrian’s family lives in another state, there is limited opportunity to share the ‘magic moments’ of the new 
grandchild. Of course, Adrian and Michelle also want a way of recording important events for their own future 
enjoyment. This leads them to consider a way of recording the antics of the new child. They briefly consider 
various ways of doing this (audio cassettes, photographs, a diary, video cassettes, web cam). Taking into 
account convenience, ease of use, practicality and value for money, Adrian and Michelle recognise a possible 
need for a video camera. 

Among consumers, there seem to be two different problem-recognition situations. Some consumers face 
actual state decisions, where they perceive a problem with a product that fails to perform satisfactorily (e.g. a 
watch that no longer keeps accurate time). In contrast, other consumers face desired state decisions, where the 
desire for something new may trigger the decision process.*? (Adrian, in his consideration of a video camera, 
appears to be basing his decision on his desired state. ) 

Need or problem recognition can also be viewed as either simple or complex. Simple problem recognition 
refers to needs that occur frequently and that can be dealt with almost automatically, such as becoming hungry 


and buying a chocolate bar from a nearby vending machine. Complex problem recognition, however, is 


(FicuRE 14.3 | Need recognition: actual versus desired state model 


Desired 
State 
Perceived difference 
Above the threshold Below the threshold 
Problem or need recognition No need recognition 


CHAPTER 14 Decision making > 4/5 


characterised as a state in which a problem develops over time, as the actual state and the desired state gradually 
move apart.*! In the case of Adrian and Michelle, the closer the birth became, the more pressing the need. We should 


also note that, in this stage of the decision-making process, a family decision model is the most appropriate. 


Pre-purchase search Pre-purchase search begins when a consumer perceives a need that might be satisfied by 
the purchase and consumption of a product. A consumer who senses a need for information on which to base 
a choice is in this stage. The recollection of past experiences (drawn from long-term memory storage) might 
provide the consumer with adequate information to make the present choice. Past experience is considered 
an internal source of information. If the consumer cannot retrieve enough information from memory or is 
unsure of the credibility of the information in memory, he or she may have to engage in a search of the outside 
environment for useful information on which to base a choice. 

The amount of external search depends on the previous knowledge and experience of the consumer, the 
perceived risk involved in the decision, and other factors related to the information itself. The relationship 
between the amount of external search and the product category knowledge held by the consumer before the 
search is the source of some debate. In one study it was demonstrated that the amount of external search is 
greater for consumers with little product category knowledge.”* Other studies have shown that high-knowledge 
consumers are more likely to engage in extended information search.’? Low-knowledge consumers may find 
the task of collecting information too difficult if the product category is complex and the choice problem is 
perceived to be too difficult. Many consumer decisions are based on a combination of past experience (internal 
sources) and marketing and non-commercial information (external sources). 

The degree of perceived risk can also influence this stage of the decision process. In high-risk situations, 
consumers are likely to engage in complex information search and evaluation; in low-risk situations they are 
likely to use very simple search and evaluation tactics.*+ Perceived risk is defined as the uncertainty that 
consumers face when they cannot foresee all the consequences of their purchase decisions. This definition high- 
lights two relevant dimensions of perceived risk: uncertainty and consequences. (Perceived risk was discussed 
also in Chapter 5). It should be stressed that consumers are influenced only by the risk they perceive, whether 
or not such risk actually exists. Risk that is not perceived (no matter how real or how dangerous) does not 
influence consumer behaviour. Furthermore, the amount of money involved in the purchase is not directly 
related to the amount of risk perceived. Selecting the right brand of sports shoe may present as great a social 
risk to a particular consumer as selecting a new television set. 

The major types of risks that consumers perceive when making product decisions include functional risk, 


physical risk, financial risk, social risk, psychological risk and time risk. 


1. Functional risk—the risk that the product will not perform as expected. (‘Will the dishwasher really clean 
my dishes and my pots and pans?”) 

2. Physical risk—the risk to self and others that the product may pose. (‘Is this car really safe, or will the 
steering wheel nut work loose?’) 

3. Financial risk—the risk that the product will not be worth its cost. (Will an MBA really help me get a 
better job?’). Figure 3.9 in Chapter 3 illustrates how some corporations seek to minimise financial risk 
to the consumer in their advertisements. In doing so, they hope to be included in a consumer's evoked set 
of brands. 

4. Social risk—the risk that a poor product choice may result in social embarrassment. (‘Will that new deo- 
clorant really eliminate perspiration odour?’) 

5. Psychological risk—the risk that a poor product choice will bruise the consumer’ ego. (‘Will I really be proud 
to invite friends to this house?’) 
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6. Time risk—the risk that the time spent in product search may be wasted if the product does not perform 
as expected. (Will I have to go through the shopping effort all over again?’) 


As the level of perceived risk increases, so too will the perceived payoff for the search.”? Adrian visited several 
retailers—Myer, Dick Smith Electronics, JB Hi-Fi, airport duty free—as well as several discount stores. There 
he saw many video cameras, but concentrated on familiar brands such as Sony, JVC and Sharp. 

The act of shopping is an important form of external information. According to a recent consumer study, 
there is a big difference between men and women in terms of their response to shopping. Unlike men, most 
women claim to like the experience of shopping. Although the majority of women found shopping to be 
relaxing and enjoyable, the majority of men did not have the same response.’° In addition to gender differ- 
ences, research reveals that price considerations can also play a role in determining the extent of the search 
process. For instance, consumers may engage in smart shopping, which indicates a willingness to invest a 
considerable amount of time and effort to seek and use promotion-related information in order to obtain a price 
savings. For such consumers, this search constitutes doing their ‘homework’ prior to making a purchase.”’ 

An examination of the external search effort associated with the purchase of different product categories 
(TVs, VCRs, or personal computers) found that, as the amount of total search effort increased, consumer atti- 
tudes toward shopping became more positive, and more time was made available for shopping. Not surpris- 
ingly, the external search effort was greatest for consumers who had the least amount of product category 
knowledge.’® It follows that the less consumers know about a product category and the more important 
the purchase is to them, the more time they will make available and the more extensive their pre-purchase 
search activity is likely to be. Conversely, research studies have indicated that consumers high in subjective 
knowledge (a self-assessment of how much they know about the product category) rely more on their own 
evaluations than on dealer recommendations.” 

Other important factors that influence the amount of external search a consumer engages in are: (1) the per- 
ceived impact the information will have on the quality of the decision; (2) the time available; and (3) the ease 
of access to the information. If consumers believe that there are great differences in the brands available, and 
that the information available will help them to understand the differences between the brands, they will be 
more motivated to search for the information. On the other hand, if the information is difficult for them 
to understand, or if the brands are perceived to be very similar, consumers may not see the advantage in 
collecting information. The time available can be constrained either by the need to purchase the product 
immediately, or by other demands on consumers’ time. In either case, as the time available decreases, so too 
will the amount of search. Finally, if the information is easy to access then more information will be sought.°° 

It is also important to point out that the Internet has had a great impact on pre-purchase search. Rather 
than visiting a store to find out about a product or calling the manufacturer and asking for a brochure, manu- 
facturers’ websites can provide consumers with much of the information they need about the products and 
services they are considering. For example, many automobile websites provide product specifications, sticker 
prices and dealer cost information, reviews, and even comparisons with competing vehicles. Jaguar's website 
<www.jaguar.com>, for example, lets you ‘build’ your own Jaguar, and see how it would look in different colours. 
Some websites will even list a particular auto dealer’s new and used car inventory. Then there are websites such 
as <www.reflect.com> that allow women to customise any number of cosmetic and beauty care products. 
Similarly, <www.customatix.com> allows its customers to design shoes.*! 

At the most fundamental level, search alternatives can be classified as either personal or impersonal. Personal 
search alternatives include more than a consumer’ past experience with the product or service. They also 
include asking for information and advice from friends, relatives, coworkers and sales representatives. Table 14.1 


presents some of the sources of information that a consumer might use as part of her/his pre-purchase search. 
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Any or all of these sources might be 


TABLE 14.1 | Alternative pre-purchase information sources 


for an ultralight laptop 


used as part of a consumer’s search 


process. 


| Consumers collect information 
Personal Impersonal 


from a number of different sources. 


Friends Newspaper articles Information sources can be categorised 
Neighbours Magazine articles on two dimensions: direct/mediated 
Relatives Choice and marketing/non-marketing. Direct 
Coworkers Direct-mail brochures sources are available for two-way 
Computer salespeople Information from product advertisements communication, while mediated sources 


Internal websites 


involve communicating via television, 
radio or print media. The marketing/ 
non-marketing dimension captures the motivation of the source. For non-marketing sources, the motivation to 
inform or advise exists without any direct benefit from the final choice. Marketing sources may also inform 
or advise, but they will benefit from one choice more than another. Their information, therefore, may be 
biased. See Box 14.1 for examples of the types of information sources. 

Direct, non-marketing information sources are assumed to provide ‘unbiased’ information tailored to the 
decision maker's needs. Direct marketing sources, such as a sales clerk, may be perceived as providing infor- 
mation that will benefit the clerk more than the consumer. The advantage of collecting information from 
direct marketing sources is that they are considered to be knowledgeable about the product. Dependence on 
the source varies with consumers’ confidence in their knowledge in a product category. Consumers with little 
confidence in their knowledge of the product category are more likely to use a non-marketing source. 
Consumers with more confidence in their knowledge of the product category will use direct marketing 
sources. >* 

Mediated sources can be categorised as marketing information or non-marketing information. Mediated 
marketing information, such as brochures and advertisements, is created by one of the groups marketing the 
product. Mediated non-marketing information, such as the reviews published in Choice, is considered to be 
unbiased. An unbiased source is perceived as more credible than advertising and will be more persuasive when 
the consumer is first exposed to the information. Over time, however, a consumer's memory for the source fades 
before the content of the memory. The result is that the discounting in the persuasive impact of the ‘biased’ 
source and the increase in persuasive impact of the ‘unbiased’ source also fade. Hence, the difference in the 
persuasive impact of the two sources is reduced with time.*? For example, as you collect information about 
CD players, you gather facts and impressions from brochures and advertisements in magazines, and from an 
article in Choice. After a few weeks of collecting information, you may catch yourself saying, ‘I can’t remember 
where I read this but... . 


Evaluation of alternatives Making a selection from a sample of all possible brands (or models) is a human char- 
acteristic that helps to simplify the decision-making process. When evaluating potential alternatives, consumers 


tend to use two types of information: 


1. a ‘list’ of brands (and stores) from which they plan to make their selection (the evoked set) 
2. the criteria they will use to evaluate each brand. 


The evoked set refers to the set of brands a consumer considers in making a purchase choice in a particular 
product category. (The evoked set is also called the consideration set.) A consumer's evoked set is distinguished 


from his or her inept set, which consists of brands the consumer excludes from purchase consideration, and 
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Product factors 

Long interpurchase time (a long-lasting or infrequently used product) 
Frequent changes in product styling 

Frequent price changes 

Volume purchasing (large number of units) 

Many alternative brands 

Much variation in features 


Situational factors 
Experience: 
First-time purchase 
No past experience because the product is new 
Unsatisfactory past experience within the product category 
Social acceptability: 
The purchase Is for a gift 
The product is socially visible 
Value-related considerations: 
Purchase is discretionary rather than necessary 
All alternatives have both desirable and undesirable consequences 
Family members disagree on product requirements or evaluation of alternatives 
Product usage deviates from important reference group 
The purchase involves ecological considerations 
Many sources of conflicting information 


Personal factors 

Demographic characteristics of consumer: 

Well-educated 

High income 

White-collar occupation 

Under 35 years of age 

Personality: 

Low dogmatic (open-minded) 

Low-risk perceiver (broad categoriser) 

Other personal factors, such as high product involvement and enjoyment of shopping and search 


from the inert set, which consists of brands the consumer is indifferent towards because they are perceived 
as not having any particular advantages. Regardless of the total number of brands in a product category, a 
consumer's evoked set tends to be quite small—on average, only three to five brands.** However, research indi- 
cates that a consumer's consideration set increases in size as experience with a product category grows.*° 

| Among those brands with which the consumer is familiar, there are acceptable brands, unacceptable brands, 


indifferent brands and overlooked (or forgotten) brands. The evoked set consists of the small number of brands 
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the consumer is familiar with, remembers and finds acceptable for further evaluation. Figure 14.4 presents a 
simple depiction of the evoked set as a subset of all available brands in a product category. As the figure indi- 
cates, it is essential that a product be part of a consumer's evoked set if it is to be considered at all. The five 
terminal positions in the model do not end in a purchase for the following reasons: (1) brands may be unknown 
because of the consumer's selective exposure to advertising media and selective perception of advertising 
stimuli; (2) brands may be unacceptable because of poor or inappropriate positioning in either advertising or 
product characteristics; (3) brands may be perceived as not having any special benefits and are regarded indif- 
ferently by the consumer; (4) brands may be overlooked because they have not been clearly positioned or 
sharply targeted at the consumer market segment under study; and (5) brands may not be selected because 
they are perceived by consumers as unable to satisfy perceived needs as fully as the brand that is chosen. 

In each of these instances, the implication for marketers is that promotional techniques should be designed 
to impart a more favourable, perhaps more relevant, product image to the target consumer. This may also 
require a change in product features or attributes (more or better features). An alternative strategy is to invite 
consumers in a particular target segment to consider a specific offering and possibly put it in their evoked 
set. It should also be pointed out that at times a consumer may feel as if he or she is being offered too many 
choices. For example, the brand proliferation on supermarket shelves may result in our trying a new brand, 
liking it, and then never being able to find it again.*° 

The criteria consumers use to evaluate the brands that constitute their evoked sets are usually expressed 
in terms of important product attributes. Examples of product attributes that consumers have used as criteria 
in evaluating nine product categories are listed in Box 14.2. 

Table 14.2 presents a comparison of consumers by different age groups in terms of their ratings of attrib- 
utes that ‘strongly influence’ their car purchase decisions. While all consumers, regardless of age, value cars 
that are reliable and durable, there are some age differences. For instance, while the youngest car buyers (those 
16 to 29 years of age) are more concerned with owning cars that offer the latest technology, the oldest car 
buyers (those 50 years of age and older) appear to be the least price-conscious, to rely more on trusted brand 


names, and to value ‘easy-to-use’ factors. Because baby boomers are moving into this older-age cohort, car 


[ Figure 14.4 | The evoked set as a subset of all brands in a product class 


Known brands 


Evoked set Inept set 
| | 


“Acceptable brands Unacceptat 


(2) (3) (4) 


(5) 
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Personal computers Video cameras Watches 

e Processing speed e Autofocusing and zoom ratio e Wrist band 

° Price ¢ Digital recording ¢ Alarms 

° Type of display ¢ Ease of use ° Price 

e DVD/CD-RW drive e LCD colour screen and viewfinder § ° Water-resistant 
e Runs Windows XP e Size and weight e (Juartz movement 
e Laptop or desktop e Scan type and pixels e Size of face 


Paper towels Colour TVs Frozen dinner 

e Strength e Picture quality e Taste 

e Design e Length of warranty e lype of main course 

e Price e Pay TV ready e Type of side dishes 

e Colour e Price e Serving size 

e Package size e Videotext e Preparation requirements 
| © Absorbency ° Size of screen ¢ Kilojoule count 


Shaving cream Fountain pen Air conditioners 

e Fragrance e Balance e Cooling capacity 

e Consistency e Price e Energy efficiency rating 
© Price ° Shape ° Quietness 

e Size e Smoothness e Warranty 

_ © Smoothness of shave © Size ° Price 


TABLE 14.2 | The influence of selected automobile attributes on purchase decisions, by age 


Per cent rating as ‘Strongly Influence’ 
Age category 
30-49 90+ 


Reliable, works as it should 85 73 
Long-lasting, durable 78 I2 
Easy to fix, maintain 49 D3 


Low price 30 
Easy to use 46 
Easy to purchase VAs 
Known, trusted brand name 43 
Latest technology, styles 14 
Many options, features I3 


Source: ‘Drawing a bead on car buyers for the nineties’, Brandweek, September 1992. 
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manufacturers would be wise to give more thought to 


FIGURE 14.5 | Ad suggesting criteria for decision 


the human engineering of their cars to make them 
making 


37 


easier to use. 
When a company knows that consumers will be 


evaluating alternatives, it sometimes advertises in a 


way that recommends the criteria that consumers 
should use in assessing product or service options. 
Figure 14.5 illustrates the effective use of criteria to 
assist the consumer with their decision making. Such 
information is designed to educate and assist potential 
consumers in their decision-making processes. 
Furthermore, research reveals, if evaluations are made 
online, information acquired later (the recency effect) 
is given more weight than information that had 
been acquired earlier. This, however, decreases with 
the amount of knowledge that consumers already 


/ 


possess.°® In another study, the mere possession of a 


f ; i \ 


ee eee ee ee rebate coupon (whether it is used or not) for a product 
absorbers, | uppers. \ colour fastness. rp : ‘ , 
ere oe = poet = purchase enhances consumers’ preference for that 
and support padded construction. international designs an : : 
pone ee ine saa sii object.*’ In fact, techniques such as free samples, test 


drives, coupons and comprehensive warranties are all 


Gyesby 


Grrreat shoes at 
& grrreat price. 


used by the marketer to minimise the risk perceived 
by the consumer.*? There is also evidence to show that 


CRYGSIA 


Source: Courtesy of Grosby. when making a ‘remote’ purchase (i.e. the consumer 
is shopping from home or office rather than in the 
actual store), the leniency of the retailer’s return policy can influence the decision process because it reduces 
consumer risk.*! 

Let's return for a moment to Adrian, the marketing executive who is contemplating buying a video camera. 
After visiting several stores, Adrian’s evoked set might consist of eight brands—Sony, JVC, Sharp, Philips, 
Canon, Hitachi, Samsung and Panasonic. 

As part of his search process, Adrian has also acquired information about other relevant issues (or attrib- 
utes) that could influence his final choice. On the basis of his recently acquired information, Adrian has tenta- 
tively decided that the video camera he wants should have the following features: simple to use, compact, 
long battery life, ability to record the baby in low light, light to carry, able to sustain wear and tear outside, 
be technologically up to date, and looking ‘good or acceptable’. 

At this point in the evaluation process, we need to consider consumer decision rules. Consumer decision 
rules, often referred to as heuristics, decision strategies or information-processing strategies, are procedures used 
by consumers to facilitate brand (or other consumption-related) choices. These rules reduce the burden of 


making complex decisions by providing guidelines or routines that make the process less taxing. 


Consumer decision rules Consumer decision rules have been broadly classified into two major categories: 
compensatory and non-compensatory. In following a compensatory decision rule, a consumer evaluates brand 
options in terms of each relevant attribute and computes a weighted or summated score for each brand. The 
computed score reflects the brand’s relative merit as a potential purchase choice. The assumption is that 


the consumer will select the brand that scores highest among the alternatives evaluated. Table 14.3 shows 
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TABLE 14.3 | Hypothetical ratings for three models of video camera 


Feature Model X Model Y 
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Ease of use 
Low-light capability 
Zoom magnification 
Weight 

S1Ze 

Battery life 

Latest technology 
Compatible with VCR 
Digital effects 
Picture quality 
sound quality 

Price 

Total 
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hypothetical ratings for three video cameras where the consumer used a 10-point scale. Model X scored the 
highest, though the consumer had to trade-off ease of use and price against picture quality and compatibility 
with the home VCR. 

An even more sophisticated consumer could assign weights to each feature. For example, price might have 
a weight of 60, while sound quality might have a weight of 12. In which case, the sum of the weighted ratings 
would be used. Some consumers will actually sit down and work out their choice as systematically as Table 14.3 
suggests. Others will approximate this process, weighing up features before comihg to a decision. Often adver- 
tisers will assist this process by describing a list of features included in their product (e.g. word-processing 
packages). 

A unique feature of a compensatory decision rule is that it allows a positive evaluation of a brand on one 
attribute to balance out a negative evaluation on some other attribute. For example, a positive assessment of 
a particular brand of car in terms of performance may offset an unacceptable assessment of its high petrol 
consumption. 

In contrast, non-compensatory decision rules do not allow consumers to balance positive evaluations of 
a brand on one attribute against a negative evaluation on some other attribute. For instance, in the case of a car, 
a negative (unacceptable) rating on the vehicle’s fuel economy would not be offset by a positive evaluation of 
performance. Instead, this particular car model would be disqualified from further consideration. In Adrian’s 
case, the choice of video camera was a non-compensatory one. Mazda is encouraging a non-compensatory 
approach in their advertisement that shows the consumer that Eunos has attributes that Audi and BMW do 
not. See Figure 14.6 (page 486). 

Four non-compensatory rules are considered briefly here: the conjunctive rule, the disjunctive rule, the 
lexicographic rule and the elimination-by-aspects rule. 

When using a conjunctive decision rule, the consumer establishes a separate, minimally acceptable level 
as a cut-off point for each attribute. If any particular brand falls below the cut-off point on any one attribute, 


the brand is eliminated from further consideration. This is the approach that Adrian took to video cameras 
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(and retailers). In the end, he was left with three brands (Sony, JVC and Panasonic) and three stores (JB Hi- 
Fi, Myer and airport duty free). Because the conjunctive rule can result in several acceptable alternatives, it 
becomes necessary in such cases for the consumer to apply an additional decision rule to arrive at a final 
selection—for example, to accept the first satisfactory brand. The conjunctive rule is particularly useful in 
quickly reducing the number of alternatives to be considered. The consumer can then apply another, more 
refined decision rule to arrive at a final choice. 

The disjunctive rule allows for trade-offs between attributes of the choice alternatives. For example, Adrian 
might say that the video camera he would be willing to purchase should have the highest quality picture in 
low light or, if it has only good quality picture in low light, it must also have the sharpest image. Although 
there are also trade-offs in the compensatory model, the nature of the trade-offs differs between the compen- 
satory and the disjunctive rules. The disjunctive model considers only the sheer presence or absence of the 
attribute, not the amount of the attribute the brand possesses. The trade-off in the disjunctive model tends to 
be between two attributes relating to the same benefit, in this case picture quality. In the compensatory model, 
the attributes included in the trade-off need not serve the same purpose. A trade-off in the compensatory 
model could be between picture quality and warranty or service features. 

In following a lexicographic decision rule, the consumer first ranks the attributes in terms of perceived 
relevance or importance. The consumer then compares the various brand alternatives in terms of the single 
attribute that is considered most important. If one brand scores sufficiently high on this top-ranked attribute 
(regardless of the score on any of the other attributes), it is selected and the process ends. If there are two or 
more surviving brand alternatives, the process is repeated with the second highest-ranked attribute (and so on) 
until reaching the point when one of the brands is selected because it exceeds the others on a particular attribute. 

With the lexicographic rule, the highest-ranked attribute (the one applied first) may reveal something 
about the individual’s basic consumer (or shopping) orientation. For instance, a ‘buy the best’ rule might 
indicate that the consumer is quality-oriented; a ‘buy the most prestigious brand’ rule might indicate that the 
consumer is status-oriented; a ‘buy the least expensive’ rule might reveal that the consumer is price-oriented; 
a ‘buying the most expensive brand or model’ strategy might reveal that the consumer is trying to reduce the 
risk of making an inappropriate decision, or is risk-averse. 

The elimination-by-aspects rule is similar to the lexicographic rule in the first stage. Consumers rate the 
attributes in order of importance and set minimum cut-off values. The most important attribute is considered 
first and any brand that does not have the minimum acceptable amount of the attribute is eliminated. Then, 
the second most important attribute is considered and any brand that does not have the minimum acceptable 
amount of the attribute is eliminated. This process continues through the attributes until there is only one brand 
remaining. 

A variety of decision rules appear quite commonplace. According to a consumer survey, 9 out of 10 shoppers 
who go to the store for frequently purchased items possess a specific shopping strategy for saving money. The 


consumer segment and the specific shopping rules that these segments employ are:*? 


Practical loyalists—those who look for ways to save on the brands and products they would buy anyway. 
Bottom-line price shoppers—those who buy the lowest-priced item with little or no regard for brand. 

3. Opportunistic switchers—those who use coupons or sales to decide among brands and products that fall 
within their evoked set. 

4. Deal hunters—those who look for the best bargain and are not brand loyal. 


We have considered only the most basic of an almost infinite number of consumer decision rules. Most of the 


decision rules described here can be combined to form hybrid rules; for example, conjunctive-compensatory, 
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conjunctive-disjunctive or disjunctive-conjunctive. Consumer researchers have described hybrid rules as two- 
stage.” In the first stage, the alternative elimination stage, the consumer uses a less effortful non-compensatory 
rule in order to reduce the set of brands to be considered more carefully. In the second stage, the alternative 
selection stage, the smaller set is considered in more detail. With a smaller set of brands for consideration, the 
consumer can afford to use a more compensatory rule. 

It is likely that, for many purchase decisions, consumers maintain overall evaluations of the brands in 
evoked sets in long-term memory. This would make assessment by individual attributes unnecessary. Instead, 
the consumer would simply select the brand with the highest perceived overall rating. This type of synthe- 
sised decision rule is known as the affect referral rule and may represent the simplest of all rules. 

Table 14.4 summarises the essence of many of the decision rules considered in this chapter, in terms of the 
kind of mental statements that Adrian, our marketing executive, might make in selecting a video camera. 

In many choice situations, consumers face incomplete information on which to base decisions and must use 
alternative strategies to cope with the missing elements. Missing information may result from advertisements 
or packaging that mention only certain attributes, the consumer's own imperfect memory of attributes for non- 
present alternatives, or because some attributes are experiential and can only be evaluated after product use.# 


There are at least four alternative strategies that consumers can adopt for coping with missing information:*° 


1. Consumers may delay the decision until missing information is obtained. This strategy is likely to be 
employed for high-risk decisions. 

2. Consumers may ignore missing information and decide to continue with the current decision rule (e.g. 
compensatory or non-compensatory), using the available attribute information. 

3. Consumers may change the customarily used decision strategy to one which better accommodates missing 
information. 


4. Consumers may infer (‘construct’) the missing information. 


Recent research has demonstrated that consumers tend to deal with missing information by purchasing the 
option that is deemed to be superior on the common attribute (i.e. basing the decision on the information 
that is available for all of the options or brands being considered). For marketers, therefore, the decision as 
to what information to provide or not to provide can help determine the product’s success or failure in the 
marketplace.*© 

In discussing consumer decision rules, we have assumed that a choice is made from among the brands 


evaluated. Of course, a consumer may also conclude that none of the alternatives offers sufficient benefits to 


TABLE 14.4 | Hypothetical use of popular decision rules in making a video camera purchase decision 


Decision rule Mental statement 


Compensatory rule ‘| selected the video camera that came out best when | balanced the good features against 
the bad features.’ 


Conjunctive rule ‘| picked the video camera that had no bad features.’ 


Disjunctive rule ‘The video camera that | selected had either the highest quality picture in low light or the 
Sharpest image.’ 


Lexicographic rule ‘The most important thing about a video camera is ease of use in all conditions. | selected 
| the camera that was easiest to use.’ 


Affect referral rule ‘Sony has the best appliances, so naturally | selected one of their video cameras.’ 
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FIGURE 14.6 | An ad promoting non-compensatory decision rules 
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Even when it comes to luxury cars, it would seem there are the haves and the have-nots 
As you can see from the table above, at least two of our European competitors don’t come 
up to scratch when comparing features with the Eunos 500. 

Just get behind the wheel and feel the responsiveness of an engine that has the best 
power to weight ratio of any car in its class. And admire for yourself the Eunos 500's superb 
paint finish. All of which makes you realise that the Eunos 500 is genuinely worth every cent 
you pay for it. And that’s something which is understood in anyone's language. To test drive 


the Eunos 500 call 1800 034 411 (BH) for your nearest Mazda Dealer. 


ze } MmaZDa 
All prices are recommended retail and exclusive of dealer delivery and statutory charges. All vehicles featured have automatic transmission. www.mazda comau war rite f=' 


Source: Courtesy of Mazda. 


warrant purchase. If this were to occur with a necessity such as a refrigerator, the consumer would probably 
either lower his or her expectations and settle for the best of the available alternatives, or seek information 
about additional brands, hoping to find one that met predetermined criteria more closely. On the other hand, 
if the purchase is more discretionary (e.g. a second or third pair of jeans), the consumer would probably 
postpone the purchase. In this case, information gained from the search up to that point would be transferred 
to long-term storage (in the psychological field) and retrieved and reintroduced as input when and if the 
consumer regains interest in making such a purchase. 

It should be noted that, in applying decision rules, consumers may at times attempt to compare dissimi- 
lar (non-comparable) alternatives. For example, a consumer may be undecided about whether to buy a new 
car or rent a holiday house, because he can only afford one expenditure. Another example: a consumer may 
try to decide between buying a portable compact disc player or a 34-cm remote-control colour TV. When 
there is great dissimilarity in the alternative ways of allocating available funds, consumers abstract the products 
to a level where comparisons are possible.*’ In the examples cited above, a consumer might weigh the alter- 
natives (new car versus holiday rental; compact disc player versus colour TV) in terms of which alternative 
would offer the most pleasure or which, if either, is more of a ‘necessity’. 

We should also note the effect of situation on choice. The consumer may go to a store seeking a specific 
model of a video camera, only to see some other model at a special price and buy that. For fast-moving 
consumer goods in supermarkets, shoppers walking past the gondola bins at the start of the aisles are prone 
to this type of decision-making behaviour. It is likely that the consumer uses a hybrid, or two-stage, decision 
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in this instance. The consumer might use a non-compensatory rule to narrow down the alternatives, and a 
compensatory rule in the store, where all the information is available. Conversely, the consumer might use a 
compensatory rule to narrow down the alternatives, and a non-compensatory rule at the store, such as ‘choosing 
the cheapest’ of the alternatives remaining in the consideration set. 


Going online to secure assistance in decision making For the past several years researchers have been examin- 
ing how using the Internet has impacted the way consumers make decisions. Research demonstrates that as 
a result of having limited information-processing capacity, consumers must develop a choice strategy based 
on both individual factors (e.g. knowledge, personality traits, demographics) and contextual factors 
(characteristics of the decision tasks). The three major contextual factors that have been researched are task 
complexity (number of alternatives and amount of information available for each alternative), information 
organisation (presentation, format, and content), and time constraint (more or less time to decide).*® Table 14.5 


compares these contextual factors for both the electronic and traditional environments. 


Lifestyles as a consumer decision strategy An individual's or family’s decisions to be committed to a particular 
lifestyle (e.g. devoted followers of a particular religion) impacts on a wide range of specific everyday consumer 
behaviour. For instance, the Trends Research Institute has identified ‘voluntary simplicity’ as one of the top 
10 lifestyle trends.*” Researchers there estimate that 15% of all ‘boomers’ seek a simpler lifestyle with reduced 
emphasis on ownership and possessions. (See also Chapter 12.) Voluntary simplifiers are making do with less 


clothing and fewer credit cards (with no outstanding balances) and moving to smaller, yet still adequate, 


TABLE 14.5 


Comparison of electronic and traditional information environment 


Assumption 


Contextual factors Task complexity 


Information 
organisation 


Time constraint 


Electronic environment 


Consumers use 

both ‘heads’ and 
computers to make 
decisions. The total 
Capacity is extended. 


More alternatives and more 
information for each 
alternative are available. 
Information is more accessible. 


Information presentation 
format is flexible. It can be 
reorganised and controlled by 
consumers. Product utilities 
can be calculated by computers 
without consumers’ direct 
examination of the attributes. 


Time is saved by using 
computers to execute the 
decision rules; extra time is 
needed to learn how to use 
the application. 


Traditional environment 


Consumers use 
‘heads’ to 

make decisions. 
Their cognitive 
Capacity is fixed. 


Information is scattered and 
information search is costly. 


Information presentation format 
and organisation are fixed. They 
can only be ‘edited’ by consumers 
manually (e.g. using pencil and 
paper). 


Complex choice strategies require 
more time to formulate and 
execute. 


Source: Lan Xia, ‘Consumer choice strategies and choice confidence in the electronic environment’, American Marketing Association Conference 
Proceedings, American Marketing Association, 10, 1999, p. 272. Reprinted with permission of the American Marketing Association. 
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homes or apartments in less populated communities. Most importantly, it is not that these consumers can no 
longer afford their affluence or ‘lifestyle of abundance’; rather, they are seeking new, ‘reduced’, less extravagant 
lifestyles. As part of this new lifestyle commitment, some individuals are seeking less stressful and lower-salary 
careers or jobs. In a telephone survey, for example, 33% of those contacted claimed that they would be willing 
to take a 20% pay cut in return for working fewer hours.”° Time pressure may also play a role in the consumer's 
decision process, as research has positively associated this factor with both sale proneness (i.e. respond posi- 
tively to cents-off coupons or special offers) and display proneness (e.g. respond positively to in-store displays 


offering a special price).?! 


A series of decisions Although we have discussed the purchase decision as if it were a single decision, in reality, 
a purchase can involve a number of decisions. For example, when purchasing an automobile, consumers are 
involved in multiple decisions. These include choosing the make or country of origin of the car (foreign versus 
domestic), the dealer, the financing, and particular options. A study found that consumers who replace their 
cars after only a few years were more concerned with the car’s styling and image or status and were less 
concerned with cost. In contrast, those who replace their cars after many years undertook a greater amount 
of information and dealer search and were greatly influenced by friends.>? 

Since deciding how to pay for a purchase is one of the decisions facing consumers, it is of interest to point 
out that the use of debit cards has been gaining popularity in the United States as a payment option. Whereas 
in 1999, according to one study, 22% of purchases were made with credit cards and 21% with debit cards, by 
2001 credit cards accounted for only 21% of purchases and debit card usage had risen to 26%. Online point- 
of-sale debit card transactions were also expected to rise. In contrast, the average American writes 21 cheques 
monthly, about half of them at the time of purchase.’ The evidence in Australia suggests that consumers have 
in fact increased their credit card usage and avoided the use of cheques.** In fact, at the end of 2003, credit 
card balances in Australia totalled $24.1 billion.” 

Decision rules are important in marketing strategy. An understanding of which decision rules consumers 
apply in selecting a particular product or service is useful to marketers concerned with formulating a promo- 
tional program. A marketer familiar with the prevailing decision rule can prepare a promotional message in 
a format that would facilitate consumer information processing. The promotional message might even suggest 
how potential consumers should make a decision. For instance, a direct-mail piece for a desktop computer 
might tell potential consumers ‘what to look for in a new PC’. This mail piece might specifically ask consumers 
to consider the attributes of hard disk size, amount of memory, processor speed, monitor size and maximum 
resolution, video card memory, and CD burner speed. 

Consumption vision researchers have recently proposed ‘consumption vision’ as a non-orthodox, but poten- 
tially accurate, portrayal of decision making for those situations in which the consumer has little experience 
and the problems are not well structured, as well as those in which there is a considerable amount of emotion. 
Under such circumstances, the consumer may turn to a consumption vision, a mental picture or visual image 
of specific usage outcomes and/or consumption consequences.*° Such visions (e.g. a new college graduate 
envisioning working for a large corporation versus working for his dad’s small manufacturing firm, or a 
consumer visualising lying on a beach in Hawaii) allow consumers to imagine or vicariously participate in 
the consumption of the product or service prior to making an actual decision. After ‘trying out’ a number of 
different alternatives in one’s mind, so to speak, the consumer then makes his or her decision.>” In a recent 
study, consumers were more likely to construct consumption visions when they saw an advertisement present- 
ing the product’ attributes in concrete and detailed language or visually with pictures.>® There is also research 
evidence to indicate that a consumer's preferences may change depending on the degree to which anticipated 
satisfaction is evoked. When anticipating satisfaction, the consumer forms mental images—consumption 
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visions—of one or more of the options, and the final decision is very likely going to be based on this imagery. 
To illustrate, a real estate agent selling an expensive home might encourage clients to ask themselves (i.e. 


‘envision’) how satisfied they would likely be to live in such a home.*? 


OUTPUT 


The output portion of the consumer decision-making model concerns two closely associated kinds of post- 
decision activity: purchase behaviour and post-purchase evaluation. The objective of both activities is to 


increase the consumer's satisfaction with his or her purchase. 


Purchase behaviour 

At the end of the process portion of the model, the consumer should have identified a ‘best’ brand or alterna- 
tive. The identification of the ‘best’ alternative may change if new information is encountered in the retail 
environment. Point-of-purchase material may infuse new information into the evaluation. When the consumer 
arrives at the retail outlet, there may be new information that alters the evaluation of one or more of 
the brands. It is unlikely that the consumer will alter one of the inputs to the decision and re-evaluate all the 
brands in the consideration set. Instead, the consumer will alter the overall evaluation in a more positive or 
negative direction. 

Consumers make three types of purchases: trial purchases, repeat purchases, and long-term commitment 
purchases. When a consumer purchases a product (or brand) for the first time and buys a smaller quantity 
than usual, this purchase would be considered a trial. Thus, a trial is the exploratory phase of purchase behav- 
iour in which consumers attempt to evaluate a product through direct use. For instance, when consumers 
purchase a new brand of laundry detergent about which they may be uncertain, they are likely to purchase 
smaller trial quantities than if it were a familiar brand. Consumers can also be encouraged to try a new product 
through such promotional tactics as competitions, free samples, coupons, and/or sale prices. This ideal is 
reflected in Figure 14.7. 

When a new brand in an established product category (toothpaste, chewing gum, or cola) is found by trial 
to be more satisfactory or better than other brands, consumers are likely to repeat the purchase. Repeat purchase 
behaviour is closely related to the concept of brand loyalty, which most firms try to encourage because it 
contributes to greater stability in the marketplace (see Chapter 5). Unlike trial, in which the consumer uses 
the product on a small scale and without any commitment, a repeat purchase usually signifies that the product 
meets with the consumer's approval and that he or she is willing to use it again and in larger quantities. 

Trial, of course, is not always feasible. For example, with most durable goods (refrigerators, washing 
machines, or electric ranges), a consumer usually moves directly from evaluation to a long-term commitment 
(through purchase) without the opportunity for an actual trial. While purchasers of the new Volkswagen Beetle 
were awaiting delivery of their just purchased cars, they were kept ‘warm’ by being sent a mailing that included 
a psychographic tool called “Total Visual Imagery’ that was personalised to the point that it showed them the 
precise model and colour they had ordered. 

The Internet has greatly changed how people search for information and ultimately make a purchase. As 
usage grows, some authorities are forecasting that early in the twenty-first century some consumers will be 
purchasing food and other basic household needs via in-home television computer systems. Choices will 
be made by the shopper alter viewing brands and prices on the screen. So the purchasing process itself 
may change dramatically in the coming decades.°! 

To this point, the discussion has focused on planned purchases. There are many purchases that are not 
planned, or may be delayed depending on the atmosphere of the retail environment. Several variables might 


affect the atmosphere in a retail setting: music, lighting, colours, store layout, crowding, etc. For instance, 


CHAPTER 14 Decision making > 489 


when the tempo of the music is slow, shoppers stay 


FIGURE 14.7 


Encouraging product trial to reduce 


, ck longer and spend more money. When the tempo of the 
purcnase ris 


music was manipulated in a grocery store, consumers 
spent 38% more when the music was slow compared 


Try it for two weeks _ 
J see if you glow from 
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with a condition where the tempo of the music was 


fast.°* Playing classical music has been demonstrated to 


encourage the choice of more expensive wines in a 


wine cellar.® The classical music was supposed to cue 
more upmarket purchasing. 

A model of the relationship between retail atmos- 
phere and behaviour suggests that the atmosphere 
alters the mood state of the consumer, which results 
in a change in behaviour® (see Figure 14.8). Like 
emotion, consumers’ moods are also important to 
decision making. Unlike an emotion, which is a 
response to a particular environment, a mood is more 
typically an unfocused, pre-existing state already present 
when a consumer experiences an advertisement, retail 
environment, brand or product.® A study carried out 
in a discount department store in Australia supported 
this model. More specifically, pleasure experienced in 
A diet high in fibre helps keep you healthy on the inside, so you'll glow with vitality on the 
is an easy, everyday way to help miaintsin your inner health. in fact we challenge you to ty Je the store environment resulted in consumers spending 


for just two weeks and see if you feel the difference, 


more time and more money than they had intended. 


5 on e: Courtesy of Kellogg (Aust) Pty Ltd. Consumers experiencing displeasure in the store envi- 
ronment resulted in their spending less time, but not 
necessarily less money, unless the mood was intense.°° Most of these studies suggest that aspects of the retail 
environment can result in an increase in purchasing, although there may be aspects of the retail environment 
that encourage consumers to delay purchasing. Every setting has its optimal number of occupants. A store with 
no one in it may seem unpopular; whereas a store full of other shoppers may not be appealing due to the 
recluction in service. A restaurant that is empty may be perceived as low in quality or value; a full restaurant 
may seem like the place to be and be considered appealing. For some consumers, crowding can cause stress 
and result in the omission of purchases and less exploratory behaviour,*’ as well as more comparison shopping 
and greater price sensitivity.® 
Consider Adrian, who was in and out of many retail outlets at the end of his evaluation process. The 


purchase, however, was made quickly. Early on a fine, warm Saturday morning, Adrian went into one of 


[ Figure 14.8 | Retail environment, mood and behaviour 
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the stores near his home. He was in a good mood, the clerk was friendly, the store was bright and clean. He 
made his decision—he decided to buy the Sony Digital 8 HandyCam DCRTRV250. He also picked up two 
new cassettes and an extra carry case without searching for information about these items at other outlets. 


Post-purchase evaluation 

An important component of post-purchase evaluation is the reduction of any uncertainty or doubt that the 
consumer might have had about the selection. As part of their post-purchase analyses, consumers try to 
reassure themselves that their choice was a wise one; that is, they attempt to reduce post-purchase cognitive 
dissonance. As Chapter 7 indicated, they do this by adopting one of the following strategies: they may ratio- 
nalise the decision as being wise; they may seek advertisements that support their choice and avoid those of 
competitive brands; they may attempt to persuade friends or neighbours to buy the same brand (thus confirm- 
ing their own choice); or they may turn to other satisfied owners for reassurance. 

As consumers use a product, particularly during a trial purchase, they evaluate its performance in light of 
their own expectations. In the simplest model, consumers are satisfied if their expectations are met or exceeded. 
Consider a situation where you have been going to lectures in one of your courses for the entire term and the 
lecturer has been boring every week. It’s week eleven, you are expecting to go to the lecture and be very bored. 
If you go to the lecture and the lecturer is dull, are you satisfied? After all, the experience was equivalent to 
your expectations. 

There are three types of expectations: 


1. Equitable performance expectation—what the product or service performance ought to be 
2. Ideal performance expectation—the best possible product or service performance 


3. Expected performance—the expected level of product or service performance. 


If the actual performance matches or exceeds equitable performance expectations, the consumer will be satis- 
fied. If the actual performance matches or exceeds the ideal performance expectation, the consumer will be 
extremely satisfied. If the actual performance matches the expected performance expectations, the consumer 
will not be surprised, but may not necessarily be satisfied. Marketers are increasingly incorporating the notion 


of expectations into their advertisements as illustrated in Figure 14.9. 
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Source: Courtesy of McDonald’s Australia. 
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The degree of post-purchase analysis that consumers undertake depends on the importance of the product 
decision and the experience acquired in using the product. If the product lives up to expectations, they will 
probably buy it again. If the product's performance is disappointing or does not meet expectations, however, 
they will search for more suitable alternatives. Thus, the consumer's post-purchase evaluation ‘feeds back’ as 
experience to the consumer's psychological field and serves to influence future related decisions. Although it 
would be logical to assume that customer satisfaction is related to customer retention (i.e. if a consumer is satis- 
fied with his Hugo Boss suit he will buy other Hugo Boss products), a recent study found no direct relation- 
ship between satisfaction and retention. The findings show that customer retention may be more a matter of 
the brand’s reputation—especially for products consumers find difficult to evaluate. 

What was Adrian’s post-purchase evaluation of the Sony video camera? He found that it performed even 
better than he had imagined it would. Initially he had some reservations in charging the batteries and getting 
it going but he found it was very easy and, after a few practice attempts, he was able to bypass the manual and 
use the camera in a variety of situations. 

Adrian also learned by experience that he could easily hook up the camera to his VCR, TV set and computer. 
He experimented with the various settings and was pleased to see that the camera would still record an accept- 
able picture in a room lit by three large candles. The sports and close-up modes were also easy to use, though 
sometimes Adrian forgot these settings were being used when filming. 

In summary, Adrian was enthusiastic about his Sony video camera and was eagerly awaiting the birth of 
his child. One of his friends at work was thinking about a video camera for an overseas trip and was impressed 
by what Adrian said about the camera. 

How do consumers behave when they are not satisfied with their purchase? Consumers have three choices 
when dissatisfied with the performance of a product or service. One option is never to purchase the brand again. 
In this case, the marketer will not be aware of the consumer's dissatisfaction. Another option is to complain 


to the marketer. Complaining is more likely if: 


- 


the product or service is perceived by the consumer to be important; 

the gap between equitable expectations and performance is large; 

the consumer cannot attribute blame to their use of the product, and can attribute blame to the marketer; 
or 


4. the consumer believes that the marketer will act on the basis of their complaint. 


Complaining offers an opportunity to the marketer. If a complaint is handled properly by the marketer, the 
consumer may feel satisfied by the marketer's reaction and purchase the product or service again. This occurs 
when the consumer's perception of the responsiveness of the marketer is at least equal to what that consumer 
believes is the ‘normal’ appropriate level of responsiveness.’ If the marketer does not handle the complaint 
well, ignoring the consumer or denying responsibility (or behaving in a way that is inappropriate in the mind 
of the consumer), they may not only lose the consumer but also encourage negative word-of-mouth.’! The last 
option is to take public or legal action by writing letters to local newspapers, or by suing the company—obvi- 


ously, an option the marketer would like to avoid. 


» Beyond the decision: Using and possessing 


Historically, the emphasis in consumer behaviour has been on the product (service) and brand choice decisions. 


As shown throughout this book, however, there are many more facets to consumer behaviour. The experience 


of using products and services, as well as the sense of pleasure derived from possessing or consuming things 
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and experiences (e.g. a VCR or a vacation), contribute to consumer satisfaction. These consumption outcomes, 
in turn, affect consumers’ future decision processes. 

Thus, given the importance of possessions and experiences, a broader perspective of consumer behaviour 
might view choice as the beginning of a consumption process, not merely the end of consumer decision-making 
efforts.’* In this context, choice is an input into a process of establishing a consumption set (an assortment or 
portfolio of products and/or their attributes) and a consuming style (how the individual fulfils his or her 
consumption requirements). The process stage of a simple model of consumption from the consumer's perspec- 
tive might include the using, possessing, collecting and disposing of things and experiences. The output stage of 
this process would include changes in a wide range of feelings, moods, attitudes and behaviour, as well as 
reinforcement (positive or negative) of a particular lifestyle, enhancement of a sense of self and the level of 
consumer satisfaction and quality of life.’ Figure 14.10 presents a simple model of consumption that reflects 
the ideas discussed here and throughout the text. 

Possessions (e.g. photographs, souvenirs, trophies and everyday objects) assist consumers in their efforts 
to create and maintain a sense of past, which is essential to having a sense of self.’* Furthermore, ‘objects of 
the past’ are often acquired and retained intentionally (some become antiques or even heirlooms) to ‘memo- 
rialise’ pleasant or momentous times in one’s past. It has been suggested that nostalgia permits people to 
maintain their identity after some major change in their life. This nostalgia can be based on family and friends: 
on objects such as toys, books, jewellery, and cars; or on special events, such as graduations, weddings, and 
holidays.” Older consumers are often faced with the issue of how they should dispose of such special posses- 
sions. Indeed, in the past several years, a number of researchers have examined this subject area. Often the 


older person wants to pass a family legacy on to a child, ensure a good home for a cherished collection, and/or 


influence the lives of others. The aim is not to ‘sell’ the items, because they could do that themselves.”° 


A simple model of consumption 


Choice or purchase decision 


Input 

Process of Consuming and possessing things and experiences 
consuming 

and | Using, possessing, collecting, disposing 
possessing 


Feelings, moods, attitudes, behaviour 


Altered consumer satisfaction, change in lifestyle and 
Output quality of life, learning and knowledge, 
expressing and entertaining oneself 
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TABLE 14.6 | Reported circumstances and motivations for self-gift behaviour 


Circumstances Motivations 

e Personal accomplishment e Jo reward oneself 

e Feeling down e To be nice to oneself 

° Holiday e Jo cheer oneself up 

e Feeling stressed e To fulfil a need 

e Have some extra money e Jo celebrate 

e Need e To relieve stress 

e Had not bought for self in a while e To maintain a good feeling 

e Attainment of a desired goal e Jo provide an Incentive towards a goal 
e (Others e (Others 


Source: David Glen Mick and Mitchelle DeMoss, ‘To me from me: A descriptive phenomenology of self-gifts’, in Marvin E. Goldberg, Gerald Gorn and Richard 
W. Pollay (eds), Advances in Consumer Research, 17 (Provo, UT: Association for Consumer Research, 1990), pp. 677-682. 


Similarly, products chosen for gift-giving also represent more than ordinary ‘everyday’ purchase decisions 
because of their symbolic meanings. Gift-giving is an interpersonal act of symbolic communication, with 
explicit and implicit meanings ranging from congratulations, love or regret to obligation or dominance. 
Moreover, some personal acquisitions, because of their context or meaning, serve as self-gifts. Table 14.6 
illustrates specific circumstances and motivations that might lead a consumer to engage in self-gift behaviour. 
Consumers may treat themselves to self-gifts that are products (e.g. clothing, compact discs, jewellery), services 
(e.g. hair styling, restaurant meals, spa membership) or experiences (e.g. socialising with friends).”” 


> Relationship marketing 


Why is relationship marketing so important? Research indicates that consumers today are less loyal than in 


the past, due to six major forces: (1) the abundance of choice, (2) availability of information, (3) entitlement 
(consumers repeatedly ask ‘What have you done for me lately?’), (4) commoditisation (most products/services 
appear to be similar—nothing stands out), (5) insecurity (consumer financial problems reduce loyalty), and 
(6) time scarcity (not enough time to be loyal). These six forces result in consumer defections, complaints, 
cynicism, reduced affiliation, greater price sensitivity, and litigiousness.’* Consequently, relationship programs 
that can retain customers are a vital part of a company’s marketing program. 

Many firms have established relationship marketing programs (sometimes called loyalty programs) to foster 
usage loyalty and a commitment to their company’s products and services. Relationship marketing is exceed- 
ingly logical when we realise credit card research has shown that ‘75 per cent of college students keep their 
first card for 15 years, and 60 per cent keep that card for life.’”? This kind of loyalty is enhanced by relation- 
ship marketing, which at its heart is all about building trust (between the firm and its customers) and keeping 
promises (‘making promises’, ‘enabling promises’, and ‘keeping promises’ on the part of the firm and, possibly, 
on the part of the customer).°° 

It is the aim of relationship marketing to create strong, lasting relationships with a core group of customers. 
The emphasis is on developing long-term bonds with customers. This is achieved by making them feel good 
about how the company interacts (or does business) with them and by giving them some kind of personal 


connection to the business. A review of the composition of 66 relationship marketing programs revealed three 
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elements shared by more than 50% of the programs. They are (1) fostering ongoing communication with 
customers (73% of the programs); (2) furnishing loyalty by building in extras like upgrades and other perks 
(68% of the programs); and (3) stimulating a sense of belonging by providing a ‘club membership’ format 
(50% of the programs).®' A real relationship marketing program is more than the use of database marketing 
tactics to better target customers. The consumer must feel that he or she has received something for being a 
participant in the relationship.* In a positive vein, businesses have been finding that the Internet is an inex- 
pensive, efficient, and more productive way to extend customer services.* This has resulted in the new phrase 
‘permission marketing’ to enter our vocabularies. It is the ‘art of asking consumers if they would like to receive 
a targeted email ad, promotion, or message before it appears in their in-box’. The opposite tack, sending a 
consumer spam and offering the option to ‘Click here to opt out’, annoys consumers and is not permission 
marketing.** 

An analogy can be drawn between two individuals who build an interpersonal relationship and the type 
of relationship marketers attempt to build between the company (or its products) and the consumer. Like 
personal relationships between individuals who are willing to do favours for each other, relationship marketers 
offer loyal customers special services, discounts, increased communications, and attention beyond the core 
product or service, without expecting an immediate payback. However, they are hoping that, over time, they 
will reap the advantages of sustained and increasing transactions with a core group of loyal customers. Jaguar, 
for example, two years prior to opening its South Coast Jaguar dealership in the midst of the biggest luxury 
car market in the United States (California), started underwriting fund-raising events for local charities and 
targeting about 500 leading philanthropists and business executives who live in the area. According to the 


head of the South Coast project for Jaguar, the marketing opportunity was seen as follows:®° 


Its not about bricks and mortar, or even about cars. It’s about the overall experience. These are people who can 
afford to buy all the luxury goods they want. What we have set out to do is to create a retail experience that they 
cannot buy—one that shows them how important they are. Everything else will flow from that. 


Although direct marketing, sales promotion, and general advertising may be used as part of a relationship 
marketing strategy, relationship marketing stresses long-term commitment to the individual customer. Advances 
in technology (such as UPC scanning equipment, and relational databases) have provided techniques that 
make tracking customers simpler, thus influencing the trend toward relationship marketing. Wal-Mart's database 
is second in size only to the database of the US government.* Furthermore, a recent study suggests that rela- 
tionship marketing programs are more likely to succeed if the product or service is one that buyers consider 
to be high involvement due to its association with financial, social, or physical risk.8” 

Relationship marketing programs have been used in a wide variety of product and service categories. Many 
companies call their relationship programs a club, and some even charge a fee to join. Membership in a club 
may serve as a means to convey to customers the notions of permanence and exclusivity inherent in a commit- 
ted relationship. Those firms that charge a fee (such as the American Express Platinum card) increase customers’ 
investment in the relationship that may, in turn, lead to greater commitment to the relationship and increased 
usage loyalty. 

Airlines and major hotel chains, in particular, use relationship marketing techniques by awarding points 
to frequent customers that can be used to obtain additional goods or services from the company. This kind 
of point system may act as an exit barrier because starting a new relationship would mean giving up the 
potential future value of the points and starting from ground zero with a new service provider. Moreover, 
companies have recently been broadening the scope of such relationship programs. For example, Table 14.7 


lists the many products and services offered to participants in the Qantas Frequent Flyer Program. 
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Ultimately, it is to a firm’s advantage 


TABLE 14.7 | Broad-based relationship program 


to develop long-term relationships with 


a existing customers because it is easier and 
Airlines Hotels continued 


American Airlines Holiday Inns 

Cathay Pacific Airlines Inter-Continental Hotels 

Britisn Airways Sheraton Hotels & Resorts 

Aer Lingus Marriott Hotels, Resorts, and Suites 
Lan Chile Mercure 

Iberia Radisson 

Alitalia Car Rental 

US Airways Avis 

Hotels Hertz 

All Seasons Other 

Best Western Citibank 

Crowne Plaza Hotels & Resorts HomeScreen DVD rental services 
Four Seasons Travelex 

Hilton International Hotels Woolworths Ezy Rewards 


less expensive to make an additional sale 
to an existing customer than to make a 
new sale to a new consumer.®® This is why, 
for example, Lands’ End tells consumers 
that if they are not 100% satisfied with 
their purchase, they can return it at any 
time, for any reason.®? However, the effort 
involved in developing and maintaining a 
customer relationship must be weighed 
against the expected long-term benefits. 
Marketers must determine the lifetime 
value of a customer to ensure that the costs 
of obtaining, servicing, and communicat- 
ing with the customer do not exceed the 


potential profits.°° Recent research also 


suggests that a consumer's participation in 
a relationship marketing program is not only based on past and present experiences but also incorporates 
expected future usage and expected future satisfaction levels with the program.*! Figure 14.11 portrays some 


of the characteristics of the relationship between the firm and the customer within the spirit of relationship 


marketing. 
[ Figure 14.11 | A portrayal of the characteristics of relationship marketing 


The Firm provides The Customer provides 


e Products/services 
e Individualised attention 
¢ Continuous information 
e Price offers 

e Customer services 

e Extras and perks, etc. 


¢ Repeat purchase 

¢ Increased loyalty 

° Goodwill 

Positive word of mouth 

e Lower costs for the firm, etc. 


Trust 
and 
promises 


Source: |n part, this portrayal was inspired by: Mary Long, Leon Schiffman, and Elaine Sherman, ‘Understanding the relationships in consumer market- 
ing relationship programs: A content analysis’, in Proceedings of the World Marketing Congress VII-ll, eds K. Grant and |. Walker (Melbourne, Australia: 
Academy of Marketing Science, 1995), 10/27-10/26. 
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CASE STUDY 14.1 


Auctions 

Dr Clare D'Souza, La Trobe University 

Auctions are a thriving business. Christie’s and Sotheby's both started selling by auction in London in the 18th 
century. Edward Hiscock of the National Auction Association in Overland Park, Kansas, reports that there are 
11 000 full-time auctioneers in the United States and 29 000 more selling their wares on a part-time basis. 
Marketing through auctions is not a new phenomenon—the Ancient Romans did it all the time. In recent 
years, the advantages of buying and selling in a public forum are becoming apparent to a wider audience.” 
The lure of a bargain or something unique, antique or different makes auctions attractive. 


There are four main types of auction design:” 


1. English: Most popular of the four; also known as the ascending-bid auction. It starts with a low first bid 
or specified reservation price—a price below which the item will not be sold—and the auctioneer solicits 
increasingly higher bids. 

2. Dutch auction: Known as the descending-bid auction. The auction here is initiated with a high price which 
then drops until someone decides to bid. 

3. ‘First or discriminatory price auction: Also known as the First Price Sealed Bid (FPSB). Bidders submit bids 
in sealed envelopes and the highest bid wins, paying the bid price for the good. When multiple units are 
auctioned at the same time, the procedure is called a discriminatory auction. 

4. Second uniform price auction: This is also known as a Sealed Bid (SPSB) or Vickrey auction as it was first 
suggested by Vickrey. It is an unpopular form of auction; it involves bidders submitting sealed bids with 
the highest bidder winning but only paying a price equal to the second highest bid. 


Auctions and consumer behaviour 

Auctions provide solutions to an industry where demand and, particularly, supply are open to significant 
fluctuations. Despite intense criticisms and abuses of the system, the demand from affluent and acquisitive 
societies keeps auctions alive. Buying at auctions is different from buying at retail or wholesale. It is pure 
supply and demand, with buyers determining the selling price based on a limited supply of goods. You bid at 
an auction. There is no product worth a specific ‘retail value’. Experienced buyers have their own bidding 
tactics. Auctions are known for inducing a craze (‘winner's curse’) that drives people to keep bidding to win, 
eventually, wanting to beat the other customer who outbid you.” 

Consumers experience an ‘emotional risk’ when purchasing at auctions. In the consumer decision-making 
process, it is the intensity of the need for the product and willingness to pay that determines the price. It is the 
perception of the value of the product obtained at that particular time. ‘Going, going, gone . . .’ is the phrase 
for a lost opportunity for both buyer and seller. It gives buyers that urgent craving—you either buy it now or 
you miss getting the value. The emotional process that consumers go through during an auction is intense, espe- 
cially at English (open cry) auctions where the atmosphere is vibrant with many bidders. Auctioneers preter a 
large crowd as many bids make the auction exciting and interesting. They get people involved. The consumer 
who reaches the highest bid can suffer high levels of stress in a competitive environment. The auctioneer 
conducts the bids at a fast pace, giving little time for consumers to decide. And every competitor's desire to 
win increases the price of the product. At a live auction, everything happens very fast. Consumers normally make 
up their minds at the auction preview, with a reference price for the product, but they can go over their limit. 

Post-purchase dissonance is experienced when pressure under competitive bidding increases the consumer's 


risk of suffering from the ‘winner's curse’. The type of bidding used often gives bidders the opportunity to 
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communicate within the competitive structure of an English auction. Aggressive bidding intimidates consumers 
and discourages competition. Open-exit bidding does not allow for jump bidding.” Here the auctioneer raises 
the price incrementally. The auction process in English and Dutch auctions creates a complex behavioural situ- 
ation where consumers have to purchase in a vibrant atmosphere against their desire to win or obtain the product. 

In practice, auctions account for both cheap and expensive items. For example, the most anyone has ever 
paid for a manuscript is $30.8 million, which was a Leonardo da Vinci manuscript purchased in 1994 by 
Microsoft's Bill Gates.°° No item fetches the same amount time after time. In the case of Albert Einstein’s hand- 
written manuscript on the theory of relativity, which failed to sell at Sotheby’s auction house, time may not 
be absolute, though money definitely is. The problem was not that no one wanted the 72-page manuscript. 
In fact, bidders were willing to pay more than twice the amount paid for it in 1987. It’s just that the owner 
wanted even more than that. Sotheby's had reportedly hoped to sell the manuscript, written in German in 
1912, at somewhere between $4 million and $6 million. The manuscript sold to an American private collec- 


tor in 1987 for $1.2 million because of its scientific importance. 


Crown Auctions 

Crown Auctions is a registered business in Australia, owned by a private family company. The business started 
in July 1994 and held its first auction in August 1994. The intention was to provide income-producing oppor- 
tunities for the owners allied to a lifestyle environment that was flexible, subject to a minimum of external 
formalities and restrictions, and with minimum exposure to financial risk. The business idea was to provide 
a service to two markets—namely, sellers and buyers, with a commission fee being payable by each party to 
the provider, Crown Auctions. Thus, Crown Auctions holds the dual responsibility of that most important 
marketing job—trying to convince sellers as well as buyers. It is here that auction houses have to create an 
image to gain the attention of the sellers, thereby giving them the competitive edge. 

Crown Auctions has completed in excess of 100 public auctions of antiques, collectibles and general 
merchandise over a 10-year period. These were held at different venues, with more than 50 onsite auctions in 
the vendor's house and the balance in public halls and rooms. Profitability has increased, and reputation and 
expertise have been established. The business has embraced the Internet and now has an email list of more than 
1600 prospective buyers. The original mailing list has been discontinued because of the success of the Website. 
Crown Auctions is operated by the two principal shareholders with casual assistance. Crown seeks every oppor- 
tunity to draw sellers. Some auction houses have found it easy to draw sellers, especially in the case of bank- 
ruptcy and debtors. Under these circumstances, auction houses in the UK put goods worth tens of thousands 
of pounds under the hammer every day of the week, and very often auction prices fetch a mere fraction of the 
real value. These sales have become a nourishing business in the case of bankrupt stocks and liquidated goods 


and equipment.”’ 


Present situation 

i External macro environment. Very little in the existing environment is adverse or detrimental to the oper- 
ation of the business in its present form or in future preferred directions. In tight economic circumstances 
there will always be sellers, while buyers within the various target segments are always present. The relative 
weakness of the Australian dollar, particularly against Sterling/US dollar, is expected to contribute to a 
shortage of imported antiques from the United Kingdom and the United States in the short run. This 
should eventually help to push up domestic prices. There is very little effect on the industry from other 
macro environmental factors such as political, legal, social or green considerations. Technology creates 
opportunities to access sellers and buyers in different ways—for example, ‘virtual’ auctions are being 
conducted via the Internet. 


49% >> PART 4 The decision-making process 


In recent times, the advent of cheaper furniture alternatives and the ease with which consumers can 

receive favourable credit terms has had a significant effect on consumers’ behaviour. This is because many 
consumers have committed to large fixed mortgage repayments as a result of the boom in house prices and 
the need to borrow significantly greater amounts. Thus the available funds to spend on furnishings etc. have 
been reduced. Therefore these potential buyers have opted to have furniture of a lesser quality for an interim 
period, until financial pressures ease. They will very likely replace this inferior furniture with antiques in the 
future, but the pressure is adverse on prices in the antique sector. 
Industry environment. The auction industry is very crowded. Many segments are not attractive to Crown 
Auctions for a variety of reasons and need not be considered at this time. The industry segment in which 
Crown operates deals with antique furniture, collectibles, period furniture, restorable and reproduction furni- 
ture. These are the preferred items. General merchandise needs to be considered because there are many 
times when supply of preferred items is contingent on acceptance of these general goods. The expectation 
by the public that auction houses are expert in all things offered for sale presents a particular problem. No 
one person can be an expert at everything. Commission rates charged to vendors are variable and are often 
used as a tool to obtain business at the expense of other auction houses. Crown Auctions does not favour 
cutting rates, and will do so only in special circumstances, such as the realisation of major collections. 


Competition 
Competition in the segment includes the following: 


le 


International auction houses and their affiliates: Sotheby's, Christie’s and Phillips are all world auction houses. 
Their main focus is on the upper level of the market, with preferred goods categories bringing extremely 
high prices. This group is not seen as a threat to Crown as their clientele are generally much more wealthy 
and do not operate in Crown’s environment. 

Established trade auction houses in Melbourne: Ainger’s, Long’s, Leonard Joel, E@R and Eastern Suburbs are 
all basically trade auction houses. Their sellers and buyers are predominantly trade-associated. This group 
poses a threat because there is no restriction on the general public bidding at their auctions. 

Established auction houses in country centres: They offer a variety of goods, and generally have a loyal and 
regular support base. Kittelty’s in Ballarat, Woodlands in Ocean Grove, Valentine’s in Bendigo and Kerley’s 
in Geelong are all formidable competition. 

General auctioneers, real estate agents, stock and station agents: They sometimes hold clearing sales and 
realisations that conflict with Crown. They provide competition because their terms of sale are generally 
less stringent (no buyer premium) with mostly unreserved prices. 

Other smaller auction houses: Those that operate in direct competition with Crown Auctions include Bragg’s, 
Roycrofts, Paters and Manton’. In the last 18 months more smaller competitors have entered the market. 
The effect is not expected to be detrimental. In fact, Crown has established a working relationship with some 
of these firms and is now participating in an ad hoc cross-selling arrangement. This is not a formal agreement 
to attempt to influence either the buyer or seller markets, but rather a way to put each firm before those 
markets. Really, it is seen as a method to increase the size of the pie, not the slice. These businesses conduct 
auctions on Sundays, which is the day preferred by Crown. They have a similar range of goods on offer and 
they target the same buying groups. Lastly, auctions on the Internet provide a variety of products for consumers. 


Consumer segments 


1. 


Private buyers: This segment of the market perceives the value obtained by buying at auctions. Frank Ward, 
owner of Crown Auctions, has identified that there is no defined consumer within the set market. Their 


motivations to purchase include: 
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° the need to buy a specific item; 

° the need to be seen as wealthy enough to buy in company with peers; 

¢ the opportunity to buy something unusual—the exotic or erotic; 

° an inability to say ‘no’; 

° to bid for winning; 

* the perception of receiving value, even if the item is not really wanted—a bargain; 

° the ‘emotion’ of an auction, buying for the fun of it. 

Buyers in this category will pay more for goods than any others except serious collectors (for certain items 
only). 

Serious collectors: This group has one common attribute: they are passionate about collecting in their chosen 
field. If they can acquire something they do not have in their collection, their usual reaction is to buy at 
almost any price. However, they will not buy in quantity and they will not buy often. Their focus is on their 
collection only. 

Regular auction-goers: This group of potential buyers attends auctions almost as a way of life. They get 
satisfaction from attending, without necessarily buying. 

Trade buyers: Motivation is to make money. They do this by buying and then selling on at a profit. This 
group of buyers is really needed. They push prices up to trade level and motivate private buyers to pay more. 
They can, in effect, set the market price for goods. Occasionally, they will pay excessive prices for items 
that may complement their own stock, thus helping them to create a sale. 

Furniture restorers, amateur and professional: As the title implies, this group buys furniture that needs and 
is capable of restoration. They always try to buy as cheaply as possible. After restoration, the goods are resold 
at a higher price. 

Commission buyers: These are professional buyers who buy on behalf of principals and who charge fees to 
those principals. It is good to have them attend inspections, as they are generally specialists and know a 
lot about the needs of a number of potential buyers. They act as referral agents to their principals. 


Crown Auctions’ intention is to target private buyers, trade buyers and restorers during the next 12 months. 


They seek to expand the business and will actively pursue several options. 


Note: The author gratefully acknowledges Mr Frank Ward, the owner of Crown Auctions, PO Box 538, Rosanna, 


Victoria, Australia, for all the information, support and encouragement he has provided. 


Case Study Questions 


fe 
2. 


Consumers have both innate and acquired needs. How are consumers motivated to buy at an auction? 
Price is an indicator of product quality, perception and value. At auctions, bidders bid at much higher 
prices for some products. Discuss. 

What suggestions could you provide to help Crown Auctions increase their profits in the next three years? 
Auctions are the way capitalism was supposed to be—with buyers determining the selling price (also 


known as the ‘winner’ curse’). Comment on this statement. 
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Summary 


The consumer's decision to purchase or reject a product is 
the moment of final truth for the marketer. It signifies 
whether the marketing strategy has been wise, insightful 
and effective, or whether it was poorly planned and missed 
the mark. Thus, marketers are particularly interested in the 
consumer's decision-making process. For a consumer to 
make a decision, more than one alternative must be avail- 
able. (The decision not to buy is also an alternative.) 

Theories of consumer decision making vary, depending 
on the researcher's assumptions about the nature of human 
kind. The various consumer decision-making models 
(economic, passive, cognitive and emotional) depict 
consumers and their decision-making processes in distinctly 
different ways. 

A simple consumer decision-making model ties together 
the psychological, social and cultural concepts examined 
in Parts II and II into an easily understood framework. This 
decision model has three sets of variables: input variables, 
process variables and output variables. 

Input variables that affect the decision-making process 
include commercial marketing efforts as well as non- 
commercial influences from the consumer's sociocultural 
environment. The decision process variables are influenced 


Discussion questions 


by the consumer’s psychological field, including the evoked 
set (i.e. the brands in a particular product category consid- 
ered in making a purchase choice), level of perceived risk 
and risk-reduction strategies. Taken as a whole, the psycho- 
logical field influences the consumer's recognition of a need, 
the pre-purchase search for information and the evaluation 
of alternatives. 

The output phase of the model includes the actual 
purchase (either trial or repeat purchase) and post-purchase 
evaluation. Both pre-purchase and post-purchase evalua- 
tions feed back in the form of experience into the 
consumer's psychological field, and serve to influence future 
decision processing. 

Consumer behaviour is not just about making the 
decision or the act of purchasing; it also includes a full range 
of experiences associated with using or consuming the 
product or service. It includes the sense of pleasure and 
satisfaction derived from possessing or collecting things. 
The outputs of consumption are changes in feelings, moods 
or attitudes; reinforcement of lifestyles; an enhanced sense 
of self; satisfaction of a consumer-related need; belonging 
to a group; and entertaining oneself. 


1. Compare and contrast the economic, passive, cognitive 
and emotional models of consumer decision making. 

2. What kinds of marketing and sociocultural inputs 
would influence the purchase of: 

(a) a TV with a built-in VCR; 

(b) a concentrated liquid laundry detergent; 
(c) fat-reduced ice-cream; and 

(d) pay television? 

Explain your answers. 

3. Define extensive problem solving, limited problem 
solving, and routinised response behaviour. What are 
the differences between the three decision-making 
approaches? What type of decision process would you 
expect most consumers to follow in their first purchase 
of anew product or brand in each of the following 
areas? 

(a) chewing gum 
(b) sugar 
(c) men’s aftershave lotion 


(d) carpeting 


(e) paper towels 

(f) mobile telephone 

(g) new bank account 

(h) luxury car. 

Explain your answers. 

4. (a) Identify three different products that you believe 
require reasonably intensive pre-purchase search by 
a consumer. Then, using Box 14.1 as a guide, 
identify the specific characteristics of these products 
that make intensive pre-purchase search likely. 

(b) For each of the products you have listed, identify 
the perceived risks that a consumer is likely to expe- 
rience prior to purchase. Discuss how the marketers 
of these products can reduce these perceived risks. 

5. Let's assume that this coming winter you are planning 
to spend a month touring Europe and are therefore in 
need of a good video camera. 

(a) Develop a list of product attributes that you will use 
as the purchase criteria in evaluating various video 


cameras—such as format and picture resolution. 
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8. 


(b) Distinguish the differences that would occur in your 
decision process if you were to employ compen- 
satory versus non-compensatory decision rules. 

How can a marketer of very light, very powerful laptop 

computers use its knowledge of customers’ expectations 

in designing a marketing strategy? 

How do consumers reduce post-purchase dissonance? 

How can marketers provide positive reinforcement to 

consumers after the purchase in order to reduce their 

dissonance? 


The Gillette Company, which produces the highly 


Exercises 


successful Sensor shaving blade, has recently introduced 
a clear gel antiperspirant and deodorant for men. 
Identify the perceived risks associated with the purchase 
of this new product and outline a strategy designed to 
reduce these perceived risks during the product's intro- 
duction. 

Albert Einstein once wrote that ‘the whole of science is 
nothing more than a refinement of everyday thinking’. 
Do you think this statement applies to the development 
of the consumer decision-making model presented in 
Figure 14.2? 


L 


Find two print advertisements: one that illustrates the 
cognitive model of consumer decision making and one 
that illustrates the emotional model. Explain your 
choices. In your view, why did the marketers choose the 
approaches depicted in the advertisements? 

Describe the need recognition process that took place 
before you purchased your last can of soft drink. How 
did it differ from the process that preceded the purchase 
of a new pair of joggers? What role, if any, did adver- 
tising play in your need recognition? 

List the places that you considered when choosing 
which TAFE or university to attend, and the criteria you 
used to evaluate them. Describe how you acquired infor- 
mation on the different places about the different attrib- 
utes that were important to you and how you made your 
decision. Be sure to specify whether you used compen- 


satory or non-compensatory decision rules. 


ey terms 


affect referral rule (p. 485) 
compensatory decision rule (p. 482) 


conjunctive decision rule (p. 483) 


consumer decision rules (p. 482) 


consumption process (p. 493) 


disjunctive rule (p. 484) 


elimination-by-aspects rule (p. 484) 


evaluation of alternatives (p. 474) 
evoked set (p. 478) 

extensive problem solving (p. 473) 
heuristics (p. 470) 

inept set (p. 478) 

inert set (p. 479) 

information overload (p. 470) 
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Select one of the following product categories: 
e compact disc players 

e fast-food restaurants 

e shampoo 

(a) Write down the brands that constitute your 
evoked set. 

(b) Identify brands that are not part of your evoked 
set. 

(c) Discuss how the brands included in your evoked 
set differ from those that are not included, in terms 
of important attributes. 

Select a newspaper or magazine advertisement that 

attempts: 

(a) to provide the consumer with a decision strategy to 
follow in making a purchase decision; or 

(b) to reduce the perceived risk(s) associated with a 
purchase. 


lexicographic decision rule (p. 484) 


limited problem solving (p. 473) 
marketing activities (p. 473) 

need recognition (p. 474) 
non-compensatory decision rules (p. 483) 


perceived risk (p. 476) 


post-purchase cognitive dissonance (p. 491) 


post-purchase evaluation (p. 489) 


pre-purchase search (p. 476) 
psychological field (p. 474) 


purchase behaviour (p. 489) 


routinised response behaviour (p. 473) 
self-gifts (p. 494) 
sociocultural environment (p. 474) 
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This chapter deals with two related issues—the informal influence that others have on consumers’ behaviour 
and the dynamic processes that impact consumers’ acceptance of new products and services. In the first part 
of this chapter, we examine the nature and dynamics of the influence that friends, neighbours, and acquain- 
tances have on our consumer-related decisions. We will also consider the personality and motivations of those 
who influence (opinion leaders) and those who are influenced (opinion receivers). In the second part, we 
explore factors that encourage and discourage acceptance (or rejection) of new products and services. For 
consumers, new products and services may represent increased opportunities to satisfy individual and social 


needs. For the marketer, they provide an important mechanism for keeping the firm competitive and profitable. 


» What Is opinion leadership? 


Opinion leadership (or word-of-mouth communications) is the process by which one person (the opinion 


leader) informally influences the actions or attitudes of others. The key characteristic of the influence is that 
it is interpersonal and informal and takes place between two or more people, none of whom represents a 
cornmercial selling source that would gain directly from the sale of something. Word-of-mouth implies personal 
communication, through direct contact, or through a medium such as the telephone, email or a chat group. 
This communication process is likely, at times, to also be reinforced by non-verbal observations of the appear- 
ance and behaviour of others. In Chapter 8, we studied the influence reference groups have on consumers. 
The critical difference is that opinion leadership involves contact with people as individuals, not as the repre- 
sentative of a larger social group. 

One of the parties in a word-of-mouth encounter usually offers advice or information about a product or 
service, such as which of several brands is best or how a particular product may be used. This person, the 
opinion leader, may become an opinion receiver when another product or service is brought up as part of the 
overall discussion. Individuals who actively seek information and advice about products sometimes are called 
opinion seekers. For purposes of simplicity, the terms opinion receiver and opinion recipient will be used 
interchangeably in the following discussion to identify both those who actively seek product information from 
others and those who receive unsolicited information. Simple examples of opinion leadership at work include 


the following: 


1. during a tea break, someone talks about the movie he saw last night and recommends it; 

2. a person shows photographs of his recent Kakadu holiday to a friend, and the friend suggests that using 
a polarising filter might produce better pictures of outdoor scenery; 

3. a family decides that they would like a swimming pool for their backyard and ask neighbours who have 


pools which pool construction company they should call. 


Most studies of opinion leadership are concerned with the measurement of behavioural impact that opinion 
leaders have on the consumption habits of others. Available research, for example, suggests that ‘influentials’ 
or opinion leaders are almost four times more likely than others to be asked about political and government 
issues, as well as how to handle teens; three times more likely to be asked about computers or investments; 
and twice as likely to be asked about health issues and restaurants.’ Research also suggests that when an infor- 
mation seeker feels that he or she knows little about a particular product or service, a ‘strong-tie source’ will 
be sought (such as a friend or family member), but when the consumer has some prior knowledge of the 
subject area, a ‘weak-tie source’ is acceptable (acquaintances or strangers).* 

With the proliferation of mobile phone usage and email (and the invention of combination devices like PDAs 


and. Web-capable mobile phones), many people find themselves, by choice, to be ‘always’ available to friends, 
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family, and business associates. Along with the explosion of Web-capable mobile phones is the creation of the 
‘thumb generation,’ known in Japan as oya yubi sedai. Young people in Japan learn to send text messages from 
the mobile phones by using their thumbs to type in text, and some Japanese TV stations have even held 
thumbing speed contests. This is a natural extension of the thumb usage learned from using handheld computer 
games.° Picture and video phones have extended the contactibility of people, leading to informal groups of 


opinion leaders influencing each other about such everyday matters as where to eat and what movies to see. 


VIRAL MARKETING 


Viral marketing ‘describes any strategy that encourages individuals to pass on a marketing message to others, 
creating the potential for exponential growth in the message’s exposure and influence’.* Viral marketing is the 
marriage of word-of-mouth and electronic communication such as email, SMS or blog sites on the Web.’ This 
type of marketing is named ‘viral’ because it allows a message to spread like a virus. Famous examples spread- 
ing around the world in this way were ads for John West Salmon and the Ford ‘Evil Ka’ ad in the UK. In the 
Australian market, the outrageous Toohey’s Extra Dry ‘tongue’ ad and the controversial Lovable campaign (see 
Chapter 8) attempted to exploit this technique. Both released versions of their ads for downloading from the 
Net. One of the original users of this technique was Microsoft’s Hotmail. By giving away free email addresses 
and services, and by attaching a tag to the bottom of every message that read ‘Get your private, free email at 
http://www.hotmail.com’, every time a Hotmail user sent an email, there was a good chance that the receiver 
of the email would consider signing up for a free Hotmail account. With estimated 100 million instant messen- 
ger (IM) users in 2004, companies are looking at ways to combine it with mobile phone and work-related 


uses to enhance the contactability of personal contacts.° 


» Dynamics of the opinion leadership process 


The opinion leadership process is a very dynamic and powerful consumer force. As informal communication 


sources, opinion leaders are remarkably effective at influencing consumers in their product-related decisions. 


Some of the reasons for the effectiveness of opinion leaders are discussed below. 


CREDIBILITY 


Opinion leaders are highly credible sources of information because they are usually perceived as being objec- 
tive concerning the product or service information or advice they dispense. Their intentions are perceived as 
being in the best interests of the opinion recipients, because they receive no compensation for the advice and 
apparently have no axe to grind. Because opinion leaders often base their product comments on firsthand 
experience, their advice reduces the perceived risk for opinion receivers and alleviates anxiety inherent in 
buying new products. In the US, it is estimated that the average person is exposed to anywhere from 200 to 
1000 sales communications a day, but he or she is thousands of times more likely to act on the basis of a 
friend’s or colleague’s recommendation. Whereas the advertiser has a vested interest in the message being 


advertised, the opinion leader offers advice that does not have a commercial motive.’ 


POSITIVE AND NEGATIVE PRODUCT INFORMATION 


Information provided by marketers is typically favourable to the product and/or brand. Thus, the very fact that 
opinion leaders provide both favourable and unfavourable intormation adds to their credibility. Consumers are 
especially likely to note such information and to avoid products or brands that receive negative evaluations. 


Over the years, a number of motion pictures have failed due to negative ‘buzz’ about the film, and one study 
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TABLE 15.1 | The factors leading to negative word-of-mouth behaviour 


Type of factor Specific issues 
ie essai aesensis th eocaecnmemecen cinema talenttminreeengieoetsaneetaieaenincieinaaadlinehameeua tii 
Individual Personality factors: 
Self-confidence 
sociability 
Social responsibility 
Attitudinal Negative attitude to complaining 


Negative attitude to business in general 
Negative perceived reputation of firm 


Involvement Product involvement 
Purchase decision involvement 
Situational Proximity of others 


Source: Based on Geok Theng Lau and Sophia Ng, ‘Individual and situational factors influencing negative word-of-mouth behaviour’, Revue Canadi- 
enne des Sciences de I’Administration (Montreal), 18, September 2001, p. 168. 


found that negative word-of-mouth about a food product retarded sales more than twice as much as positive 
word-of-mouth promoted sales.® Consumers, it turns out, are generally three to ten times more likely to share 
a negative experience than a positive one.” Table 15.1 shows several factors which can contribute to negative 


word-of-mouth. 


INFORMATION AND ADVICE 


Opinion leaders are the source of both information and advice. They may simply talk about their experience 
with a product, relate what they know about a product, or, more aggressively, advise others to buy or to avoid 
a specific product. The kinds of product or service information that opinion leaders are likely to transmit 


during a conversation include the following: 


Which of several brands is best: ‘In my opinion, when you consider cost, Sanyo offers the best value in TV.’ 
How to best use a specific product: ‘I find that my photos look best when I use genuine Kodak processing.’ 
Where to shop: ‘When David Jones has a sale, the values are terrific.’ 


ee 


Who provides the best service: ‘Over the last five years, ’ve had my car serviced at Ultratune, and I’ve 


never had a problem.’ 


Many of the messages being sent and received these days deal with movies, restaurants, shopping, computer 
games, and other areas of interest to young adults—word-of-mouth communication in the form of telephone 


or email. 


OPINION LEADERSHIP IS CATEGORY SPECIFIC 


Opinion leadership tends to be category specific; that is, opinion leaders often ‘specialise’ in certain product 
categories about which they offer information and advice. When other product categories are discussed, 
however, they are just as likely to reverse their roles and become opinion receivers. A person who is consid- 
ered particularly knowledgeable about boats may be an opinion leader in terms of this subject, yet when it 
cores to purchasing a home theatre system, the same person may seek advice from someone else—perhaps 


even from someone who has formerly sought his advice on boats. 
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OPINION LEADERSHIP IS A TWO-WAY STREET 


As the preceding example suggests, consumers who are opinion leaders in one product-related situation may 
become opinion receivers in another situation, even sometimes regarding the same product. A new home- 
owner thinking about buying a lawnmower may seek advice from other people in order to reduce his indeci- 
sion about which brand to buy. Once the lawnmower has been bought, however, he may experience 
post-purchase dissonance and have a compelling need to talk favourably about the purchase to other people 
to confirm the correctness of his own choice. In the first instance, he is an opinion receiver (seeker); in the 
second, he assumes the role of opinion leader. An opinion leader may also be influenced by an opinion receiver 
as the result of a product-related conversation. For example, a person may tell a friend about the lawnmower, 
and, in response to comments from the opinion receiver, come to realise that the lawnmower has a small grass 


catcher that needs emptying all the time and is hard to start. 


THE MOTIVATION BEHIND OPINION LEADERSHIP 


What motivates a person to talk about a product or service? Motivation theory suggests that people may 
provide information or advice to others to satisfy some basic need of their own. However, opinion leaders 
may be unaware of their own underlying motives. As suggested earlier, opinion leaders may simply be trying 
to reduce their own post-purchase dissonance by confirming their own buying decisions. For instance, if Noah 
subscribes to an ADSL broadband service and then is uncertain that he made the right choice, he may try to 
reassure himself by ‘talking up’ the service’s advantages to others. In this way, he relieves his own psycholog- 
ical discomfort. Furthermore, when he can influence a friend or neighbour to also get ADSL, he confirms his 
own good judgment in being first to select the service. Thus, the opinion leader’s true motivation may really 
be self-confirmation or self-involvement. Furthermore, the information or advice that an opinion leader 
dispenses may provide all types of tangential personal benefits: It may confer attention, imply some type of 
status, grant superiority, demonstrate awareness and expertise, and give the feeling of possessing inside infor- 
mation and the satisfaction of converting less adventurous souls. 

In addition to self-involvement, the opinion leader may also be motivated by product involvement, social 
involvement, and message involvement. Opinion leaders who are motivated by product involvement may find 
themselves so pleased or so disappointed with a product that they simply must tell others about it. Those who 
are motivated by social involvement need to share product-related experiences. In this type of situation, opinion 
leaders use their product-related conversations as expressions of friendship, neighbourliness, and love.'® 

The pervasiveness of advertising in our society encourages message involvement. Individuals who are 
bombarded with advertising messages and slogans tend to discuss them and the products they are designed 
to sell. Such word-of-mouth conversation is typified by the popular use in everyday conversation of slogans 
such as Microsoft's ‘Where do you want to go today?’ or Nike’s Just do it!’1" 


THE NEEDS OF OPINION RECEIVERS 


Opinion receivers satisfy a variety of needs by engaging in product-related conversations. First, they obtain 
new-product or new-usage information. Second, they reduce their perceived risk by receiving firsthand knowl- 
edge from a user about a specific product or brand. Third, they reduce the search time entailed in the identi- 
fication of a needed product or service. Moreover, opinion receivers can be certain of receiving the approval 
of the opinion leader if they follow that person’s product endorsement or advice and purchase the product. 
For all of these reasons, people often look to friends, neighbours, and other acquaintances for product infor- 
mation. Indeed, research examining the importance of four specific information sources on a hypothetical 
$100 purchase of consumer services revealed that advice from others was more important than the combined 


impact of sales representatives, advertising and promotion, and other sources.'* 
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TABLE 15.2 


Opinion leaders 


Se/f-improvement motivations 

« Reduce post-purchase uncertainty or dissonance 
« Gain attention or status 

« Assert superiority and expertise 


A comparison of the motivations of opinion leaders and opinion receivers 


Opinion receivers 


e Reduce risk in making a purchase commitment 
e Reduce search time (e.g. avoid the necessity of 
shopping around) 


¢ Feel like an adventurer 
« Experience the power of converting others 


Product-involvement motivations 

« Express satisfaction or dissatisfaction with a product or = —_* Learn what products are new in the marketplace 
Service e Learn how to use or consume a product 
Social-involvement motivations 


« Express neighbourliness and friendship by discussing 
products or services that may be useful to others 


e Buy products that have the approval of others, thereby 
ensuring acceptance 
Message-involvement motivations 


« Express one’s reaction to a stimulating advertisement 
by telling others about It 


e Share social dialogue, have opportunity to pass message 
to others by becoming opinion leader 


Table 15.2 compares the motivations of opinion receivers with those of opinion leaders. 


SHOPPING BUDDIES 


US researchers have also examined the influence of what they term ‘purchase pals’ as information sources who 
actually accompany consumers on shopping trips. Although purchase pals in one study were used only 9% 
of the time for grocery items, they were used 25% of the time for electronic equipment purchases (e.g. comput- 
ers, VCRs, TV sets).'° Interestingly, male purchase pals were more likely to be used as sources of product 
category expertise, product information, and retail store and price information. Female purchase pals are more 
often used for moral support and to increase confidence in the buyer's decisions. Similarly, research evidence 
suggests that when a weak tie exists between the purchase pal and the shopper (e.g. neighbour, classmate, or 
work colleague), the purchase pal’s main contribution tends to be functional—the source's specific product expe- 
riences and general marketplace knowledge are being relied on. In contrast, when strong ties exist (such as 
mother, son, husband, or wife), what is relied on is the purchase pal’s familiarity and understanding of the 


buyer's individual characteristics and needs (or tastes and preferences).'* 


SURROGATE BUYERS VERSUS OPINION LEADERS 


Although the traditional model of new product adoption shows opinion leaders influencing the purchase of 
many new products and services, there are instances in which surrogate buyers replace opinion leaders in this 
role. For example, working women are increasingly turning to wardrobe consultants for help in purchasing 
business attire, most new drugs start out requiring a doctor's prescription, and many service providers make 
decisions for their clients (e.g. your service station decides which brand of disc brake pads to install on your 
car). Consequently, in an increasing number of decision situations, it is a surrogate buyer who primarily influ- 
ences the purchase.’° Table 15.3 presents the key differences between opinion leaders and surrogate buyers. 
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Key differences between opinion leaders and surrogate buyers 


Opinion leaders Surrogate buyer 


Informal relationship with end users Formal relationship; occupation-related status 


Information exchange occurs in the context of a casual Information exchange in the form of formal instructions/ 
interaction advice 


Homophilous (to a certain extent) to end users Heterophilus to end users (that in fact is the source of 
power) 


Does not get paid for advice Usually hired, therefore gets paid 
Usually socially more active than end users Not necessarily socially more active than end users 
Accountability limited regarding the outcome of advice High level of accountability 


As accountability limited, rigor in search and screening Search and screening of alternatives more rigorous 
of alternatives low 


Likely to have (although not always) used the product May not have used the product for personal consumption 
personally 


More than one can be consulted before making a final decision Second opinion taken on rare occasions 


Same person can be an opinion leader for a variety of related Usually specialises for a specific product/service category 
product categories 


Source: Praveen Aggarwal and Taihoon Cha, ‘Surrogate buyers and the new product adoption process: A conceptualization and managerial framework’, 
Journal of Consumer Marketing, 14(5), 1997, p. 394. Reprinted by permission. 


MEASUREMENT OF OPINION LEADERSHIP 


In measuring opinion leadership, the researcher has a choice of four basic measurement techniques: In the self- 
designating method, respondents are asked to evaluate the extent to which they have provided others with 
information about a product category or specific brand or have otherwise influenced the purchase decisions 
of others. Figure 15.1 shows two types of self-designating question formats that can be used to determine a 
consumers opinion leadership activity. The first consists of a single question, whereas the second consists of 
a series of questions. The use of multiple questions enables the researcher to determine a respondent's opinion 


| FIGURE 15.1 Self-designating method approaches 


Thy 1 
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leadership more reliably because the statements are interrelated.'® The self-designating technique is used more 
often than other methods for measuring opinion leadership because consumer researchers find it easy to 
include in market research questionnaires. However, because this method relies on the respondent’ self- 
evaluation, it may be open to bias should respondents perceive ‘opinion leadership’ (even though the term 
is not used) to be a desirable characteristic and, thus, overestimate their own roles as opinion leaders. 

The sociometric method measures the person-to-person informal communication of consumers concern- 
ing products or product categories. In this method, respondents are asked to identify (a) the specific individ- 
uals Gif any) to whom they provided advice or information about the product or brand under study and (b) 
the specific individuals (if any) who provided them with advice or information about the product or brand 
under study. In the first instance, if respondents identify one or more individuals to whom they have provided 
some form of product information, they are tentatively classified as opinion leaders. In the second instance, 
respondents are asked to identify the individuals (if any) who provided them with information about a product 
under investigation. Individuals designated by the primary respondent are tentatively classified as opinion 
leaders. In both cases, the researcher attempts to validate the determination by asking the individuals named 
whether they did, in fact, either provide or receive the relevant product information. Such methods are useful 
when there is a relatively stable social group, such as a firm or a family. 

Opinion leadership can also be measured through the use of a key informant, a person who is keenly 
aware of or knowledgeable about the nature of social communications among members of a specific group. 
The key informant is asked to identify those individuals in the group who are most likely to be opinion leaders. 
The key informant does not have to be a member of the group under study. For example, a lecturer may serve 
as the key informant for a university class, identifying those students who are most likely to be opinion leaders 
with regard to a particular issue. This research method is relatively inexpensive because it requires that only 
one individual or at most several individuals be intensively interviewed, whereas the self-designating and 
sociometric methods require that a consumer sample or entire community be interviewed. However, the key 
informant method is generally not used by marketers because of the difficulties inherent in identifying an 
individual who can objectively identify opinion leaders in a relevant consumer group. 

The key informant method would seem to be of greatest potential use in the study of industrial or institu- 
tional opinion leadership. For example, a firm’s salespeople might serve as key informants in the identification 
of specific customers who are most likely to influence the purchase decisions of other potential customers. 
Similarly, the purchasing agent of a specific firm might serve as a key informant by providing a supplier's sales- 
person with the names of those persons in the firm who are most likely to influence the purchase decision. In 
the study of consumers, possible key informants include knowledgeable community members, such as the pres- 
ident of the women’s club, the head of the local school council, or a prominent local business person. 

Finally, the objective method of determining opinion leadership is much like a ‘controlled experiment’— 
it involves placing new products or new-product information with selected individuals and then tracing the 
resulting ‘web’ of interpersonal communication concerning the relevant product(s). In a practical sense, a new 
restaurant in a business district might apply this approach to speed up the creation of a core customer base 
by sending out invitations to young, influential business executives to dine with their friends at a reduced 
introductory price any time during the first month of the restaurant's operations. If the restaurant’s food and 
drink are judged to be superior, the restaurant is likely to enjoy the benefits of enhanced positive word-of-mouth 
generated by the systematic encouragement of the young clientele to try it out and who talk it up to their 
friends after experiencing the new restaurant. 

Table 15.4 presents an overview of each of the four methods of measuring opinion leadership, together with 


advantages and limitations. 
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TABLE 15.4 


Opinion leadership Description of method 


measurement 
method 


Self-designating 
method 


sociometric 
method 


Key informant 


method 


Objective 
method 


Respondents are 
asked a series of 
questions to 
determine the degree 
to which they perceive 
themselves to be 
opinion leaders. 


Members of a social 
system are asked to 
identity to whom they 
give advice and to 
whom they go for 
advice and 
information about a 
product category. 


Carefully selected key 
informants in a social 
system are asked to 
designate opinion 
leaders. 


Artificially places 
individuals in a 
position to act as 
opinion leaders and 
measures results of 
their efforts. 


Sample questions 
asked 


‘Do you influence 
other people in their 
selection of products?’ 


‘Whom do you ask?’ 


‘Who asks you for 
information about that 
product category?’ 


‘Who are the most 
influential people in 
the group?’ 


‘Have you tried the 
product?’ 


Comparison of methods for measuring opinion leadership 


Advantages 


Measures the 
individual's own 
perceptions of his 
or her opinion 
leadersnip. 


Sociometric questions 
have the greatest 
degree of validity and 
are easy to 
administer. 


Relatively inexpensive 
and less time- 
consuming than the 
sociometric method. 


Measures individual's 
ability to influence 
others under 
controlled 
circumstances. 


Limitations 


Depends on the 
objectivity with which 
respondents can 
identity and report 
their personal 
influence. 


Very costly, and 
analysis is often very 
complex. Requires a 
large number of 
respondents. Not 
Suitable for sample 
design where only a 
portion of the social 
system is interviewed. 


Informants who are 
not thoroughly familiar 
with the social system 
are likely to provide 
invalid information. 


Requires the 
establishment of an 
experimental design 
and the tracking of 
the resulting impact 
on the participants. 


Source: Adapted with permission of The Free Press, a Division of Simon & Schuster Adult Publishing Group, from Diffusion of Innovations, 4th edition, 
by Everett M. Rogers. Copyright © 1995 by Everett M. Rogers. Copyright © 1962, 1971, 1983 by The Free Press. All rights reserved. 


A PROFILE OF THE OPINION LEADER 


Just who are opinion leaders? Can they be recognised by any distinctive characteristics? Can they be reached 
through specific media? Marketers have long sought answers to these questions, for if they are able to identify 
the relevant opinion leaders for their products, they can design marketing messages that encourage them to 
communicate with and influence the consumption behaviour of others. For this reason, consumer researchers 
have attempted to develop a realistic profile of the opinion leader. This has not been easy to do. As was pointed 
out earlier, opinion leadership tends to be category specific; that is, an individual who is an opinion leader in 
one product category may be an opinion receiver in another product category. Thus, the generalised profile 
of opinion leaders is likely to be influenced by the context of specific product categories. 

Although it is difficult to construct a generalised profile of the opinion leader without considering a partic- 


ular category of interest (or a specific product or service category), Table 15.5 does present a summary of the 
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TABLE 15.5 | Profile of opinion leaders 


Generalised attributes across product categories Category-specific attributes 
Innovativeness Interest 

Willingness to talk Knowledge 

self-confidence Special-interest media exposure 
Gregariousness same age 

Cognitive differentiation Same social status 


Social exposure outside group 


generalised characteristics that appear to hold true, regardless of product category. The evidence indicates that 
opinion leaders across all product categories generally exhibit a variety of defining characteristics. First, they 
reveal a keen sense of knowledge and interest in the particular product or service area, and they are likely to 
be consumer innovators. They also demonstrate a greater willingness to talk about the product, service, or 
topic; they are more self-confident; and they are more outgoing and gregarious (more sociable). Furthermore, 
within the context of a specific subject area, opinion leaders receive more information via non-personal sources 
and are considered by members of their groups to have expertise in their area of influence. Indeed, a recent 
study found expertise of the source (the opinion leader) to be strongly associated with likely influence on the 
information seeker’s decision-making process.'’ They also usually belong to the same socioeconomic and age 
groups as their opinion receivers. 

When it comes to their mass-media exposure or habits, opinion leaders are likely to read special-interest 
publications devoted to the specific topic or product category in which they specialise. For example, scuba 
divers opinion leaders read publications such as Rodale’s Scuba Diving magazine.'® These special-interest maga- 
zines serve not only to inform scuba diving oriented consumers about new equipment and diving locations 
that may be of personal interest, but also provide them with the specialised knowledge that enables them to 
make recommendations to friends and relatives. Thus, the opinion leader tends to have greater exposure 


to media specifically relevant to his or her area of interest than the non-leader. 


FREQUENCY AND OVERLAP OF OPINION LEADERSHIP 


Opinion leadership is not a rare phenomenon. Often more than one-third of the people studied in a consumer 
research project are classified as opinion leaders with respect to some self-selected product category. The 
frequency of consumer opinion leadership suggests that people are sufficiently interested in at least one product 
or product category to talk about it and give advice concerning it to others. This leads to the interesting 
question: Do opinion leaders in one product category tend to be opinion leaders in other product categories? 
The answer comes from an area of research aptly referred to as opinion leadership overlap. Accordingly, opinion 
leadership tends to overlap across certain combinations of interest areas. Overlap is likely to be highest among 
product categories that involve similar interests (such as plasma TVs and DVD players, high-fashion clothing 
and cosmetics, household cleansers and detergents, expensive wristwatches and writing instruments, discount 
airlines and backpackers). Thus, opinion leaders in one product area often are opinion leaders in related areas 
in which they are also interested. 

However, research does suggest the existence of a special category of opinion leader, the market maven.’? 


These consumers possess a wide range of information about many different types of products, retail outlets, 
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and other dimensions of markets. They both initiate discussions with other consumers and respond to requests 
for market information. Market mavens like to shop, and they also like to share their shopping expertise with 
others. However, although they appear to fit the profile of opinion leaders in that they have high levels of 
brand awareness and tend to try more brands, unlike opinion leaders their influence extends beyond the realm 
of high-involvement products. For example, market mavens may help diffuse information on such low-involve- 
ment products as razor blades and laundry detergent.*° A US study also found that market mavens are value 
conscious and appear to know the best deals. In the US, this more often led them to redeem discount coupons 
which are common there.*! 

Market mavens are also distinguishable from other opinion leaders because their influence stems not so 
much from product experience but from a more general knowledge or market expertise that leads them to an 
early awareness of a wide array of new products and services. Part of this early awareness may come from the 
fact that market mavens have a more favourable attitude than non-mavens toward direct mail as a source of 


information. 


THE SITUATIONAL ENVIRONMENT OF OPINION LEADERSHIP 


Product-related discussions between two people do not take place in a vacuum. Two people are not likely to 
meet and spontaneously break into a discussion in which product-related information is sought or offered. 
Rather, product discussions generally occur within relevant situational contexts, such as when a specific 
product or a similar product is used or served or as an outgrowth of a more general discussion that touches 
on the product category. For example, while drinking tea, one person might tell the other person about a 
preferred brand of tea. 

Moreover, opinion leaders and opinion receivers often are friends, neighbours, or work associates, as 
existing friendships provide numerous opportunities for conversation concerning product-related topics. Close 
physical proximity is likely to increase the occurrences of product-related conversations. The workplace, for 
example, is a common place where leisure activities are discussed. In a similar fashion, the rapid growth in 
the use of the Internet is also creating a type of close ‘electronic proximity’ or ‘communities—where people 
of like minds, attitudes, concerns, backgrounds and experiences are coming together in chat sessions to explore 
their common interests. A recent study identified personal involvement and continuing relationship as two 
important factors when examining people's reactions to a website and noted that ‘information becomes a rela- 
tionship on the Www ’.”? Similarly consumer grudge sites allow people to vent their feelings (often negative) 
about a particular company. Sites like eBay get individual ratings of sellers (and buyers); while ‘best buy’ sites 
seek the opinions of buyers of the service they obtained. Online chat sites like TalkCity allow people to chat 


on a specified range of topics.*? 


THE INTERPERSONAL FLOW OF COMMUNICATION 


A classic study of voting behaviour concluded that ideas often flow from radio and print media to opinion 
leaders and from them to the general public.** This so-called two-step flow of communication theory portrays 
opinion leaders as direct receivers of information from impersonal mass-media sources, who in turn transmit 
(and interpret) this information to the masses. This theory views the opinion leader as an intermediary between 
the impersonal mass media and the majority of society. Figure 15.2 presents a model of the two-step flow of 
communication theory. Information is depicted as flowing in a single direction (or one way) from the mass 
media to opinion leaders (Step 1) and then from the opinion leaders (who interpret, legitimise, and transmit 
the information) to friends, neighbours, and acquaintances, who constitute the ‘masses’ (Step 2). 

A more comprehensive model of the interpersonal flow of communication depicts the transmission of infor- 


mation from the media as a multi-step flow. The revised model takes into account the fact that information 
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[ FicuRe 15.2 : Two-step flow of communication theory 


Step 1 
Mass =z Opinion > pinion receivers 
media : leaders (the masses) 


and influence often are two-way processes in which opinion leaders both influence and are influenced by 
opinion receivers. Figure 15.3 presents a model of the multi-step flow of communication theory. Steps la 
and 1b depict the flow of information from the mass media simultaneously to opinion leaders, opinion 
receivers/seekers, and information receivers (who neither influence nor are influenced by others). Step 2 shows 
the transmission of information and influence from opinion leaders to opinion receivers/seekers. Step 3 reflects 


the transfer of information and influence from opinion receivers to opinion leaders. 


OPINION LEADERSHIP AND THE FIRM’S MARKETING STRATEGY 


Marketers have long been aware of the power that opinion leadership exerts on consumers’ preferences and 
actual purchase behaviour. For this reason many marketers either seek to stimulate opinion leadership or to 


simulate it (through the use of ads featuring testimonials or actors giving their ‘personal’ opinions). 


Programs designed To stimulate opinion leadership 
New-product designers take advantage of the effectiveness of word-of-mouth communication by deliberately 
designing products to have word-of-mouth potential. Examples of products and services that have had such 
word-of-mouth appeal include the Polaroid camera, the Sony Walkman, the Swatch watch, and Microsoft 
Windows. These revolutionary products have attained market share because consumers ‘sell’ them to each 
other by word-of-mouth means. Movies also appear to be one form of entertainment in which word-of-mouth 
operates with some degree of regularity and a large degree of impact. It is very common to be involved directly 
or overhear people discussing which movies they liked and which movies they advise others to skip. While 
critics can act as opinion leaders, consumer word-of-mouth can eventually overcome their views.° 

A new product should give customers something to talk about (‘buzz potential’). Box 15.1 describes the 
code of conduct of a US company BzzAgent*® that recruits volunteers to try new products and then give 
others their honest opinion. As the code shows, this only works when people can give their honest opinion, 


good or bad. In this way the company aims directly to stimulate opinion leadership. In a promotional campaign 


[ FIGURE 15.3 | Multi-step flow of communication theory 
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BOX 15.1  BzzAgent code of conduct for stimulating word-of-mouth 

| A BzzAgent is: 

_ Anatural communicator 

_ Be yourself and share your opinions—All bzz Is good Bzz! 
_ The first priority is to deliver authentic Bzz, or information and opinions, to other people. Of course, this should happen natu- 
_ rally in a cool, unforced way. You know how you can stop listening when you think someone Is trying to sell you something? — 
_ Well, other people do too. Stay natural! 
| Honest 

_ Bzz is only effective when it’s completely honest! | 
/ Bzz only works because it is honest—even if that means discussing the bad with the good. People are smart, and they will — 
_ pick up on fake or dishonest Bzz. Your honest opinion is what matters: 

| Mindful 

_ Everything you do communicates something to the people around you! 
_ A BzzAgent watches other people and adapts to them. Keep in mind that you’re constantly sending messages to the people — 
around you, from what you say to the products you use. Bzz is an every day part of interacting with different people! | 


_ Influential 

Knowledge is power... and so Is Bzz! | 
_ BzzAgents are confident, smart, outgoing, and powerful! As a BzzAgent, you're part of a movement of people influencing other 
people through word-of-mouth. You are about the next wave of marketing, which is about marketing to consumers as opposed 
_ to at them. / 


_ Discreet 

_ Be conscious of who you tell about BzzAgent! | 
To tell or not to tell? Should BzzAgents reveal their identities? That's a question for you to decide—caretully—when you're 
sharing the Bzz with someone. Some people might think it’s cool. Other people might not understand. The choice is yours. — 
_ Decide what’s best for each conversation. 


_ Nota salesperson 

_ Don’t exaggerate or ‘sell’... just share your honest opinions! 
_ During BzzActivities, you don’t need to ‘close the sale’ or over-dramatize what you're saying. Billboards, TV commercials, and 
other advertisements already do that! Bzzing is about sharing honest opinions with people and raising awareness, never — 
_ pressuring people. 


_ AListener 

_ Pay attention to how people are responding to the Bzz! / 
_ Bzzing is a two-way street. Sure, you have information about exciting new products to share, but the people you're Bzzing 
/ also have opinions and experiences that they may want to share with you as well. Listening will help you to become a better, 
more informed BzzAgent. The more information you're able to gather, the better! 
_ In Touch 

_ Stay in contact with the Central Hive! 
_ Stay alert for new BzzCampaigns and sign up quickly for the ones that interest you. Submit a detailed BzzReport whenever you / 
_ get the chance to share the Bzz with someone. And let the staff at BzzAgent know about your experiences—good and bad— 
so we can keep BzzCampaigns fresh and exciting. You're our eyes and ears! 


_ Bzzing for Fun 

_ Bzz only works when you're having a good time! 

_ Bees love to Bzz! Being a BzzAgent is exciting because you have access to great new products, and fun because you get to — 
spread the Bzz in your own unique way—whenever you want, with whomever you want. No gimmicks, no pressure. Sit back — 
and relax. Let the Bzz begin! 
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for Hennessy Cognac, actors were paid to visit New York Manhattan bars and nightclubs and order cognac 
martinis, made with Hennessy. Although they were instructed to act as if they were ordering a new fad drink, 
in reality they were attempting to create a new fad drink.?’ 

Small marketers with limited resources are unable to spend millions of dollars promoting their products. 
So in today’s world, they try to create a buzz about their product. As an example, although iced coffee has been 
slow to catch on in the United States (in contrast, Coca-Cola’s Georgia iced coffee is a very successful brand 
in Japan), the US market is expanding because many young adults were raised drinking cold drinks in the 
morning, allowing marketers to use this to build their brands.’*® Thus the objective of a promotional strategy 
of stimulation is to run advertisements which are so interesting that consumers will talk about them or to run 
a clirect campaign based on generating word-of-mouth that will encourage opinion receivers to talk to others 


about the product. 


SIMULATING OPINION LEADERSHIP 


A firm’s advertisements can also be designed to simulate product discussions by portraying people in the act 


of informal communication. This promotional tactic suggests that it is appropriate to discuss a particular 
subject or product. For example, simulated informal communications encounters between two or more women 
are often portrayed in TV advertising for personal care products to persuade women to discuss their use or 
contemplated use. Because these simulations often function as convenient substitutes, they reduce the need 
for consumers to actually seek product advice from others. 

Figure 15.4 shows an ad which simulates the advice 
one consumer might give directly to another about 
Panadol. 


WORD-OF-MOUTH MAY BE UNCONTROLLABLE 


Although most marketing managers believe that word- 


FIGURE 15.4 | Ad simulating consumer opinion- 


giving 


of-mouth communication is extremely effective, one 


oe : problem that they sometimes overlook is the fact that 
al ( ee a | ( informal communication is difficult to control. 


Negative comments, frequently in the form of rumours 


Heide 
a | a hi a that are untrue, can sweep through the marketplace to 
is oe : the detriment of a product. Indeed, a US study found 
Some deuisieny are to mobo. 


that 90% or more of unhappy customers will not do 
business again with the company that is the source of 
their dissatisfaction. To make matters even worse, each 
dissatisfied customer will share his or her grievance 
with at least nine other people, and 13% of unhappy 
customers will tell more than 20 people about the 
negative experience.”? 

Some common rumour themes that have plagued 
marketers in recent years and unfavourably influenced 
sales include the following: 


Panadol i The product was produced under unsanitary 
=) conditions. 
ALWAYS READ THE LABEL. Use only as directed. For the temporary relief of pain and fever. Incorrect use could be harmful. Consult your health care 7 
professional if symptoms persist. Panadol is a Registered Trade Mark of the GlaxoSmithKline group of companies. ASMU/8747/1-07/03 GSKO867/YOG A The product contained an unwholesome or cultur- 
Source: Courtesy of GlaxoSmithKline Australia Pty Ltd. ally unacceptable ingredient. 
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ll The product functioned as an undesirable depressant or stimulant. 
The product included a cancer-causing element or agent. 
The firm was owned or influenced by an unfriendly or misguided foreign country, governmental agency, 
or religious cult. 


Cosmetics are especially prone to these type of rumours.°*° 

Some marketers use toll-free telephone numbers in an attempt to head off negative word-of-mouth, display- 
ing an 1800 number prominently on their products’ labels. Customer relations managers want dissatisfied 
customers to call their companies’ 1800 numbers and receive ‘satisfaction’ instead of telling their complaints 
to friends and relatives. 


CREATION OF OPINION LEADERS 


Marketing strategists agree that promotional efforts would be significantly improved if they could segment 
their markets into opinion leaders and opinion receivers.?’ They could then direct their promotional messages 
directly to the people most likely to ‘carry the word’ to the masses. However, because of the difficulties inherent 
in identifying appropriate opinion leaders, some researchers have suggested that it might be more fruitful to 
‘create’ product-specific opinion leaders. In one classic US study, a group of socially influential high school 
students (including class presidents and sports captains) were asked to become members of a panel that would 
rate newly-released musical recordings. As part of their responsibilities, panel participants were encouraged 
to discuss their record choices with friends. Preliminary examination suggested that these influentials would 
not qualify as opinion leaders for musical recordings because of their relatively meagre ownership of the 
product category.°* However, some of the records the group evaluated made the Top 10 charts in the cities in 
which the members of the group lived; these same recordings did not make the Top 10 charts in any other city. 
This study suggests that product-specific opinion leaders can be created by taking socially involved or influ- 
ential people and deliberately increasing their enthusiasm for a product category. 

A more recent US study explored the notion of increasing enthusiasm for a product category. Over a 
12-week period, half the participants were assigned to look at corporate websites (i.e. marketer-generated 
information sources), and half were asked to look at online discussions (e.g. chat rooms, forums). Consumers 
who got their information from online discussions reported greater interest in the product category. It is felt 
that chat rooms and other forums provide consumers with personal experiences and may offer greater credi- 


bility, trustworthiness, relevance, and empathy than marketer-generated Internet websites.°? 


» Diffusion of innovations 


The second part of this chapter examines a major issue in marketing and consumer behaviour—the acceptance 


of new products and services. The framework for exploring consumer acceptance of new products is drawn 
from the area of research known as the diffusion of innovations. This consists of two closely related processes: 
the diffusion process and the adoption process. In the broadest sense, diffusion is a macro process concerned 
with the spread of a new product (an innovation) from its source to the consuming public. In contrast, adoption 
is a micro process that focuses on the stages through which an individual consumer passes when deciding to 
accept or reject a new product. In addition to an examination of these two interrelated processes, we present 
a profile of consumer innovators, those who are the first to purchase a new product. The ability of marketers 
to identify and reach this important group of consumers plays a major role in the success or failure of new- 
product introductions. 

It is also of interest to note that diffusion models for particular types of goods and services may change over 


time. For example, until the 1960s, it was assumed that new fashions diffused in a top-down or trickle-down 
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manner—new styles are first adopted by the upper-class elites and gradually diffuse to the middle and lower 
classes. However, since the 1960s, the bottom-up model has served as the better explanation of fashion diffu- 
sion—new styles develop in lower-status groups and are later adopted by higher-status groups. These innov- 
ative fashions typically emanate from urban communities that also serve as the seedbeds for other innovations, 


such as art and popular music.°* 


>» The diffusion process 


The diffusion process is concerned with how innovations spread, that is, how they are assimilated within a 


market. More precisely, diffusion is the process by which the acceptance of an innovation (a new product, 
new service, new idea, or new practice) is spread by communication (mass media, salespeople, or informal 
conversations) to members of a social system (a target market) over a period of time. This definition includes 


the four basic elements of the diffusion process: 


the innovation 
the channels of communication 


the social system 


oe 


time. 


THE INNOVATION 


No universally accepted definition of the terms ‘product innovation’ or ‘new product exists. Instead, various 
approaches have been taken to define a new product or a new service; these can be classified as firm-oriented, 


product-oriented, market-oriented, and consumer-oriented definitions of innovations. 


Firm-oriented definitions 

A firm-oriented approach treats the newness of a product from the perspective of the company producing or 
marketing it. When the product is ‘new’ to the company, it is considered new. This definition ignores whether 
or not the product is actually new to the marketplace (i.e. to competitors or consumers). Consistent with this 
view, copies or modifications of a competitor’s product would qualify as new. Although this definition has 
considerable merit when the objective is to examine the impact that a ‘new’ product has on the firm, it is not 


very useful when the goal is to understand consumer acceptance of a new product. 


Product-oriented definitions 

In contrast to firm-oriented definitions, a product-oriented approach focuses on the features inherent in the 
product itself and on the effects these features are likely to have on consumers’ established usage patterns. 
One product-oriented framework considers the extent to which a new product is likely to disrupt established 


behaviour patterns. It defines the following three types of product innovations:*? 


1. A continuous innovation has the least disruptive influence on established patterns. It involves the intro- 
duction of a modified product rather than a totally new product. Examples include the redesigned Toyota 
Camry and the latest version of Microsoft PowerPoint. Figure 15.5 (page 524) is an ad for Gillette showing 
continuous innovation in the company’s product range. 

2. A dynamically continuous innovation is somewhat more disruptive than a continuous innovation but still 
does not alter established behaviour patterns. It may involve the creation of a new product or the modifi- 
cation of an existing product. Examples include digital camcorders, DVD players, antilock braking systems, 


erasable-ink pens, and disposable nappies. 
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3. A discontinuous innovation requires consumers to adopt new behaviour patterns. Examples include 
aeroplanes, radios, TVs, automobiles, home computers, videocassette recorders, medical self-test kits, and 
the Internet. 


Figure 15.6 (page 525) shows how the telephone, a discontinuous innovation of major magnitude, has 
produced a variety of both dynamically continuous and continuous innovations and has even stimulated the 


development of other discontinuous innovations. 


Market-oriented definitions 
A market-oriented approach judges the newness of a product in terms of how much exposure consumers have 
to the new product. Two market-oriented definitions of product innovation have been used extensively in 


consumer studies: 


1. A product is considered new if it has been purchased by a relatively small (fixed) percentage of the potential 
market. 


2. A product is considered new if it has been on the market for a relatively short (specified) period of time. 


Both of these market-oriented definitions are basically subjective because they leave the researcher with the 
task of establishing the degree of sales penetration within the market that qualifies the product as an ‘inno- 
vation’ (such as the initial 5% of the potential market to use the new product) or how long the product can 


be on the market and still be considered ‘new’ (i.e. the first three months that the product is available). 


Consumer-oriented definitions 

Although each of the three approaches described have been useful to consumer researchers in their study of 
the diffusion of innovations, some researchers have favoured a consumer-oriented approach in defining an 
innovation.*° In this context, a ‘new’ product is any product that a potential consumer judges to be new. In 
other words, newness is based on the consumer's perception of the product rather than on physical features 
or market realities. Although the consumer-oriented approach has been endorsed by some advertising and 
marketing practitioners, it has received little systematic research attention. 

Additionally, it should be pointed out that although this portion of the chapter deals primarily with what 
might be described as ‘purchase’ innovativeness (or time of adoption), a second type of innovativeness, ‘use 
innovativeness’, has been the subject of some thought and research. A consumer is being use innovative when 
he or she uses a previously adopted product in a novel or unusual way. In one study that dealt with the 
adoption of VCRs and computers, early adopters showed significantly higher use innovativeness than those 


who adopted somewhat later along the cycle of acceptance of the innovation.°’ 


Product characteristics that influence diffusion 

All products that are new do not have equal potential for consumer acceptance. Some products seem to catch 
on almost overnight (such as cordless telephones), whereas others take a very long time to gain acceptance 
or never seem to achieve widespread consumer acceptance (such as trash compactors). 

The uncertainties of product marketing would be reduced if marketers could anticipate how consumers 
will react to their products. For example, if a marketer knew that a product contained inherent features that 
were likely to inhibit its acceptance, the marketer could develop a promotional strategy that would compen- 
sate for these features or decide not to market the product at all. In the US auto market, SUVs and pick-up 
trucks are big sellers. Pickup trucks are now being designed for the female driver, and manufacturers are 
careful to design door handles that do not break fingernails. Ford even offers adjustable accelerator and 
brake pedals.*® 
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Although there are no precise formulas by which 


FIGURE 15.5 | Continuous innovation 


marketers can evaluate a new product's likely accep- 
tance, diffusion researchers have identified five product 
characteristics that seem to influence consumer accep- 


tance of new products:*” 


relative advantage 
compatibility 
complexity 
trialability 


eae Se ie 


observability. 


Based on available research, it has been estimated that 
these five product characteristics account for much of 
the dynamic nature of the rate or speed of adoption.*° 
Relative advantage is the degree to which potential 
customers perceive a new product as superior to 
existing substitutes. For example, although pagers 


allowed business offices or families to contact staff, a 


in tests against the leading triple-blade disposable, 
more men choose Gillette Sensor3. It’s the only disposable 
razor with three spring-mounted Sensor blades to adjust to 
every curve of your face. Plus a unique non-slip handle for 
better contrai. And a strip with Aloe for extra lubrication. 


mobile phone enables users to be in nearly instant 
/¢ communication with the world and allows users to 
Gilleffe both receive and place calls. The fax machine is 
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: another example of an innovation that offers users a 
Source: Courtesy of Gillette Australia Pty Ltd. significant relative advantage over systems it replaced, 
such as couriers and telex machines. Now faxes are being superseded by email with the ability to attach files 
or scan documents. 

Compatibility is the degree to which potential consumers feel a new product is consistent with their present 
needs, values, and practices is a measure of its compatibility. For instance, an advantage of 3M’s Scotch™ Pop- 
up Tape Strips is that they are easier to use than roll-tape for certain tasks (such as wrapping gifts), yet they 
represent no new learning for the user. Similarly, in the realm of shaving products, it is not too difficult to 
imagine that a few years ago when Gillette introduced the MACH3 razor, some men made the transition from 
inexpensive disposable razors and other men shifted from competitive non-disposable razors (including 
Gillette’s own Sensor razors, see Figure 15.5). This new product is fully compatible with the established wet- 
shaving rituals of many men. However, it is difficult to imagine male shavers shifting to a new depilatory 
cream designed to remove facial hair. Although potentially simpler to use, a cream would be basically 
incompatible with most men’s current values regarding daily shaving practices. 

A study of purchasers of CD players and other technology-based products (such as computers, VCRs, and 
telephone answering machines) found that the key factors inhibiting product adoption were incompatibility 
with existing values and poor product quality.*! And although it is possible, in theory, to make a mobile phone 
the size of a button (e.g. personal handy phones the size of a hairclip are popular in Japan), according to 
phone manufacturer Ericsson, American consumers do not like the feeling of talking into empty space.*? 

Complexity is the degree to which a new product is difficult to understand or use that affects the product's 
acceptance. Clearly, the easier it is to understand and use a product, the more likely it is to be accepted. For 
example, the acceptance of such convenience foods as frozen potato chips, instant puddings, and microwave 


dinners is generally due to their ease of preparation and use. Interestingly, home theatre equipment such as 
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(FicuRe 15.6 | The telephone has led to related innovations 
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amplifier/tuners and digital personal video recorders (PVRs) have more functions and buttons than consumers 
know how to use. The recognition of the need to overcome complexity has led to the need to introduce ‘one 
touch’ functions and on-screen help to guide the consumer through this maze. 

The issue of complexity is especially important when attempting to gain market acceptance for high-tech 
consumer products. Four predominant types of ‘technological fear’ act as barriers to new product acceptance: 


i fear of technical complexity 
ll fear of rapid obsolescence 

i fear of social rejection 

I fear of physical harm. 


Of the four, technological complexity was the most widespread concern of consumer innovators.” 


Figure 15.7 presents an advertisement for a Jamo home theatre system emphasising simplicity of set-up and 
use. 

Trialability refers to the degree to which a new product is capable of being tried on a limited basis. The 
greater the opportunity to try a new product, the easier it is tor consumers to evaluate it and ultimately adopt it. 
In general, frequently purchased household products tend to have qualities that make trial relatively easy, such 
as the ability to purchase a small or ‘trial’ size. Because a computer program cannot be packaged in a smaller 


size, many computer software companies offer free working models of their latest software to encourage 
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[ FieuRe 15.7 | Emphasising simplicity 
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Source: Courtesy of QualiFi Pty Ltd. 


computer users to try the program and subsequently 
buy the program. 

Aware of the importance of trial, marketers of new 
supermarket products commonly use substantial 
cents-off coupons or free samples to provide 
consumers with direct product experience. On the 
other hand, durable items, such as refrigerators or 
ovens, are difficult to try without making a major 
commitment. This may explain why the consumer 
publication Choice is so widely consulted for their 
ratings of infrequently purchased durable goods. 
Figure 15.8 suggests that the relationship between 
novelty and trialability is likely to be complex.** 

In an increasingly service-based economy like 
Australia, free service trials are commonly offered*?>— 
such as a free gym session or a free brake check. 

Observability (or communicability) is the ease 
with which a product’s benefits or attributes can 
be observed, imagined, or described to potential 


consumers. Products that have a high degree of social 


visibility, such as fashion items, are more easily diffused than products that are used in private, such as a new 


type of deodorant. Similarly, a tangible product is promoted more easily than an intangible product (such as a 


( FIGURE 15.8 | Relating novelty and trialability 
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Source: Based on Jan-Benedict E.M. Steenkamp and Katrijn Gielens, ‘Consumer and market drivers of the trial probability of new consumer packaged 


goods’, Journal of Consumer Research, 30, December 2003, p. 381. 
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TABLE 15.6 | Product characteristics that influence diffusion 


Characteristics 


Relative advantage 


Compatibility 


Complexity 


Trialability 


Observability 


Definition 


The degree to which potential customers 
perceive a new product as superior to 
existing substitutes 


The degree to which potential consumers 
feel a new product Is consistent with their 
present needs, values, and practices 


The degree to which a new product is 
difficult to understand or use 


The degree to which a new product is 
capable of being tried on a limited basis 


The degree to which a product's benefits 
or attributes can be observed, imagined, 


Examples 


Air travel over train travel, cordless 
phones over corded telephones 


Gillette MACH3 over disposable razors, 
voicemail over machines using tape to 
make recordings 


Products low in complexity include 
frozen TV dinners, electric shavers, 
instant puddings 


Trial size jars and bottles of new 
products, free trials of software, free 
samples, cents-off coupons 


Clothing, such as a new Tommy Hilfiger 
jacket, a car, wristwatches, eyeglasses 


or described to potential customers 


service). It is also important to recognise that a particular innovation may diffuse differently throughout differ- 
ent cultures. For example, SMS text messaging was slow to be adopted in the US market even though it became 


enormously popular elsewhere. Table 15.6 summarises the product characteristics that influence diffusion. 


» Resistance to innovation 


What makes some new products almost instant successes, while others struggle to achieve consumer accep- 


tance? To help answer such a question, marketers look at the product characteristics of an innovation. Such 
characteristics offer clues that help determine the extent of consumer resistance, which increases when perceived 
relative advantage, perceived compatibility, trialability, and communicability are low, and perceived complex- 
ity is high. The term ‘innovation overload’ is used to describe the situation in which the increase in informa- 
tion and options available to the consumer is so great that it seriously impairs decision-making. As a result, 
the consumer finds it difficult to make comparisons among the available choices. In a world where consumers 
often find themselves with too little time and too much stress, increased complexity of products wastes time 
and may delay the acceptance of the product.*° Consider the fate of Sony’s MiniDisc. Although a huge success 
in Japan, the product flopped in the United States and despite an attempt to revive it, was overcome by CD 
recorders and digital players like Apple’s iPod.*’ 


THE CHANNELS OF COMMUNICATION 


How quickly an innovation spreads through a market depends to a great extent on communications between 
the marketer and consumers, as well as communication among consumers (word-of-mouth communication). 
Of central concern is the uncovering of the relative influence of impersonal sources (advertising and editor- 
ial matter) and interpersonal sources (salespeople and informal opinion leaders). In recent years, a variety of 
new channels of communication have been developed to inform consumers of innovative products and services. 
Consider the growth of interactive marketing messages, in which the consumer becomes an important part 


of the communication rather than just a ‘passive’ message recipient. For example, for the past several years, 
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an increasing number of companies such as AOL have used CD-ROMs to promote their products. Many 
websites now ask the user if he or she would like to be informed about new products, discount offers, and so 
on, relevant to the focus of the site. If the answer is ‘yes,’ the consumer provides the website with an email 
address and will then receive periodic information from this source. This phenomenon is known as permis- 
sion marketing. | 

US examples of new media include Nike’s Presto line of sneakers. Although the company spends about 
$US1 billion annually to promote its products, it was word-of-mouth that caused sales of the Presto to soar. 
Instead of ads in major publications and prime-time television, Nike used MTV and Comedy Central, offered 
a page of stickers in YM magazine, and rented a studio in Manhattan to display a wall containing 200 Presto 
sneakers. The firm also encouraged teens to log onto the Nike website to select Presto graphics, pair the graphics 


with music, and then email the mini—music videos to their friends (i.e. an example of viral marketing).*° 


The social system 
The diffusion of a new product usually takes place in a social setting frequently referred to as a social system. 
In the context of consumer behaviour, the terms market segment and target market may be more relevant 
than the term social system used in diffusion research. A social system is a physical, social, or cultural envi- 
ronment to which people belong and within which they function. For example, for a new hybrid seed corn, 
the social system might consist of all farmers in a number of local communities. For a new drug, the social 
system might consist of all physicians within a specific medical specialty (e.g. all neurologists). For a new 
special diet product, the social system might include all residents of a geriatric community. As these examples 
indicate, the social system serves as the boundary within which the diffusion of a new product is examined. 
The orientation of a social system, with its own special values or norms, is likely to influence the accep- 
tance or rejection of new products. When a social system is modern in orientation, the acceptance of innovations 
is likely to be high. In contrast, when a social system is traditional in orientation, innovations that are perceived 
as radical or as infringements on established customs are likely to be avoided. According to one authority, the 


following characteristics typify a modern social system:° 


a positive attitude toward change 
an advanced technology and skilled labor force 
a general respect for education and science 


an emphasis on rational and ordered social relationships rather than on emotional ones 


an outreach perspective, in which members of the system frequently interact with outsiders, thus facilitating 
the entrance of new ideas into the social system 


ll asystem in which members can readily see themselves in quite different roles 


The orientations of a social system (either modern or traditional) may be national in scope and may influence 
members of an entire society or may exist at the local level and influence only those who live in a specific 
community. The key point to remember is that a social system’s orientation is the climate in which marketers 
must operate to gain acceptance for their new products. For example, in recent years, there has been a decline 
in the demand for beef. The growing interest in health and fitness throughout has created a climate in which 
beef is considered too high in fat and in caloric content. At the same time, the consumption of chicken and 


fish has increased because these foods satisfy the prevailing nutritional values of a great number of consumers. 


TIME 
Time is the backbone of the diffusion process. It pervades the study of diffusion in three distinct but inter- 


related ways: 
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1. the amount of purchase time 
2. the identification of adopter categories 
3. the rate of adoption. 


Purchase time 

Purchase time refers to the amount of time that elapses between consumers’ initial awareness of a new product 
or service and the point at which they purchase or reject it. Table 15.7 illustrates the scope of purchase time 
by tracking a hypothetical purchase of a new notebook computer. Table 15.7 illustrates not only the length 
and complexity of consumer decision making but also how different information sources become important 
at successive steps in the process. 

Purchase time is an important concept because the average time a consumer takes to adopt a new product 
is a predictor of the overall length of time it will take for the new product to achieve widespread adoption. 
For example, when the individual purchase time is short, a marketer can expect that the overall rate of diffu- 
sion will be faster than when the individual purchase time is long. Some products are so attractive to consumers 
that supply cannot keep up with demand. For example, in the US the Miller Brewing Company had to introduce 
its plastic bottles to the national audience three months later than originally planned because demand for the 


bottles in sports arenas proved to be so strong.?! 


Adopter categories 
The concept of adopter categories involves a classification scheme that indicates where a consumer stands in 
relation to other consumers in terms of time (or when the consumer adopts a new product). Five adopter 
categories are frequently cited in the diffusion literature: innovators, early adopters, early majority, late majority, 
and laggards. Table 15.8 (page 531) describes each of these adopter categories and estimates their relative 
proportions within the total population that eventually adopts the new product. It should also be mentioned 
that the person first to buy an innovation is often an individual who serves as a bridge to other networks, an 
opinion broker between groups, rather than within groups.*? 

As Figure 15.9 indicates, the adopter categories are generally depicted as taking on the characteristics of 
a normal distribution (a bell-shaped curve) that describes the total population that ultimately adopts a product. 


Some argue that the bell curve is an erroneous depiction because it may lead to the inaccurate conclusion that 


( rioune 15.9 | Sequence and proportion of adopter categories among the population that eventually adopts 


Innovators 
Early Early Late 
adopters majority majority Laggards 
2.9% 13.5% 34% 34% 16% 


Percentage of adopters by category sequence 


Source: Adapted with permission of The Free Press, a Division of Simon & Schuster Adult Publishing Group, from Diffusion of Innovations, 4th edition, 
by Everett M. Rogers. Copyright © 1995 by Everett M. Rogers. Copyright © 1962, 1971, 1983 by The Free Press. All rights reserved. 
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Week 


1-4 


J—8 


12 


13 


14-20 


TABLE 15.7 | Timeline for selecting a new notebook computer 


Activity 


Precipitating situations/factors 

Consumer observes another passenger in the business class section of a flight from Sydney to London working for 
a long period on a small notebook computer connected to a power source in the seat. After asking about the 
computer, the consumer observes a small size, a colour screen running Windows, a convenient trackball and an 
in-flight Internet connection. The consumer realises that more productive use can be made of long travel times. 


Decision process begins 

Consumer senses a need to learn more about the features and availability of notebook computers. Begins a 
process of getting and reading the latest computer magazines (Australian Personal Computer, Your Computer), 
computer sections of the local newspaper and manufacturer websites. Finds an issue of the American magazine, 
PC Magazine, which reviews 70 notebook computers, many of which are sold in Australia. Takes special interest 
in new Apple iMac, Toshiba and Fujitsu notebooks. 


The notebook computer is out of mind 
Back at the home office, the consumer is overwhelmed by work and puts the idea of a notebook computer on the 
‘back burner’. 


Interest is retriggered 
A series of long business trips is coming up and a notebook would be especially useful, particularly loaded with 
Microsoft Office. An apparently special deal in the computer section of 7he Australian further revives interest. 


Consumer acquires a mentor (opinion leader) 
The office ‘techie is asked and agrees to serve as a mentor (opinion leader) with regard to notebook options. 


Features and brand options are reviewed 
With the advice of the mentor, various alternatives are narrowed down to two notebooks—the iMac and the Toshiba. 


Dealers are visited 

Consumer visits four dealers. Takes an interest in one of the main brands. Although prices are similar, one dealer 
offers a special price on an older demonstration model, while another dealer mentions a new, more powerful 
model released in Japan and available in Australia ‘soon’. The first business trip to Perth is only a week away. 


Period of self-study 
Consumer Is faced with a choice of model, computing power, type of colour screen, hard disk capacity, displays, 
battery life, weight, dealer support, multimedia options and bundled software. Price is also a factor! 


Ordering the notebook 

A computer is ordered and the dealer promises delivery before the consumer leaves on the next business trip to 
Perth. A problem with delivery means the computer is not available before the consumer leaves. The dealer is not 
prepared to lend a notebook to the consumer. The consumer considers cancelling the order. There are only two 
days between the end of the business trip and the start of the next one to Los Angeles. The consumer decides to 
Stay with the original order. 


Buying the computer 

The consumer picks up the computer from the dealer who insists on a bank cheque. Microsoft Office is loaded: 
but some other promised utilities are not available. As the consumer is leaving for Los Angeles the next day, a 
decision is made to take the computer and argue about the utilities after the return trip. 


Using the computer 
The consumer takes the computer on the next trip and is delighted with its performance. 


Post-purchase evaluation 

Consumer is somewhat disappointed that battery life is shorter than anticipated and the in-flight power was not 
available on one leg of the trip. Thus, buys an extra battery pack in Los Angeles. Consumer sees an advertisement 
for the same brand which shows that the notebook will soon be superseded by a more powerful model at the 
same cost. Consumer is delighted with the Wi-Fi Internet connection in the departure lounge in LA. She begins to 
wonder how work could have been managed without the computer. Considers buying a financial analysis software 
package to take on the next trip. 
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TABLE 15.8 | Adopter categories 


Adopter Description Relative percentage 
category within the population that 
eventually adopts 
% 


Innovators Venturesome—very eager to try new ideas; acceptable if risk is daring; 2.5 
more cosmopolitan social relationships; communicate with other 
innovators 


Early adopters Respectable—more integrated into the local social systems; the 13.5 
people to check with before adopting a new idea; category contains 
greatest number of opinion leaders; are role models 


Early majority Deliberate—adopt new ideas just prior to the average time; seldom 
hold leadership positions; deliberate for some time before adopting 


Late majority Sceptical—adopt new Ideas just after the average time; adopting 
may be both an economic necessity and a reaction to peer pressures; 
innovations approached cautiously 


Laggards Traditional—the last people to adopt an innovation; most ‘localite’ 
in outlook; oriented to the past; suspicious of the new 


Source: Adapted with permission of The Free Press, a Division of Simon & Schuster Adult Publishing Group, from Diffusion of Innovations, 4th edition, 
by Everett M. Rogers. Copyright © 1995 by Everett M. Rogers. Copyright © 1962, 1971, 1983 by The Free Press. All rights reserved. 


100% of the members of the social system under study (the target market) eventually will accept the product 
innovation. This assumption is not in keeping with marketers’ experiences, because very few, if any, products 
fit the precise needs of all potential consumers. For example, all purchasers of pre-recorded movies on video- 
tape could theoretically be expected to use (or try) DVDs. In practice not all people will do so. For this reason, 
it is appropriate to add an additional category, that of non-adopters. 

Researchers have used actual adoption data and tried to see which mathematical models best fit these data. 
Australian research has suggested?’ that adoption is part of the product life cycle which includes the phases 
of innovative first purchases, imitative purchases, repeat purchases and, finally, substitution by alternatives. The 
authors suggest that these stages actually overlap and their analyses show a reasonable fit to the data. Some 
consumer researchers have used other classification schemes, most of which consist of two or three categories 
that compare innovators or early triers with later triers or non-triers. As we will see, this focus on the inno- 
vator or early trier has produced several important generalisations that have practical significance for marketers 
planning the introduction of new products. 

The overall pattern of adoption and eventual abandonment of products produces a product life cycle. The 
vinyl record would be a classic example of this product life cycle. Sweeping old 78 rpm records from the market, 
the vinyl record has now been virtually replaced by the CD. DVDs, MP3 players or some later technology will 
eventually replace the CD. Not all products have a lifecycle. Although it has introduced new varieties over the 


years, Coca-Cola continues with its basic cola product and is likely to do so while it continues in business. 


Rate of adoption 
The rate of adoption is concerned with how long it takes a new product or service to be adopted by members 
of a social system, that is, how quickly it takes a new product to be accepted by those who will ultimately adopt 
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it. The general view is that the rate of adoption for new products is getting faster or shorter. Fashion adoption 
is a form of diffusion, one in which the rate of adoption is important. Cyclical fashion trends or ‘fads’ are 
extremely ‘fast, whereas ‘fashion classics’ may have extremely slow or ‘long’ cycles. 

In general, the diffusion of products worldwide is becoming a more rapid phenomenon. Table 15.9 shows 
the growth in numbers of mobile phones in selected countries around the world between 1997 and 2002. 

In most economies, the compound annual growth has been very high—explosive, in some cases. The actual 
adoption rate will depend on the existing communications infrastructure, age distribution and wealth. In 
Taiwan and Luxembourg, the ITU reported an average of 1.1 mobile phones per person! 

The objective in marketing new products is usually to gain wide acceptance of the product as quickly as 
possible. Marketers desire a rapid rate of product adoption to penetrate the market and quickly establish 
market leadership (obtain the largest share of the market) before competition takes hold. A penetration policy 
is usually accompanied by a relatively low introductory price designed to discourage competition from entering 
the market. Rapid product adoption also demonstrates to marketing intermediaries (wholesalers and retailers) 
that the product is worthy of their full and continued support. 

Under certain circumstances, marketers might prefer to avoid a rapid rate of adoption for a new product. 
For example, marketers who wish to use a pricing strategy that will enable them to recoup their development 
costs quickly might follow a skimming policy: They first make the product available at a very high price to 
consumers who are willing to pay top dollar and then gradually lower the price in a stepwise fashion to attract 
additional market segments at each price reduction plateau. When hi-fi stereo VCRs were first introduced in 
the 1980s, they retailed for over $A1200. By 2004, the price was less than $A200 with some manufacturers 
withdrawing from the market to focus on DVD players. 

In addition to how long it takes from introduction to the point of adoption (or when the purchase actually 


occurs), it is useful to track the extent of adoption (the diffusion rate). For instance, a particular corporation 


TABLE 15.9 | Mobile phone growth 


Country 1997 2002 Yearly % Per 100 
000s 000s growth rate inhabitants 
Australia 4578.0 12579.0 22.4 64.0 
New Zealand 566.2 2449.0 34.0 62.2 
Malaysia 2 000.0 9241.4 35.8 ot] 
Singapore 848.6 33128 31.3 79.6 
China (Excl. Hong Kong) 13 233.0 206 620.0 73.3 16.1 
Hong Kong 2229.9 6395.7 23.9 94.3 
India 881.8 12 687.6 70.5 12 
Indonesia 916.2 11 700.0 66.4 a 
Japan 38 253.9 81 118.4 16.2 63.7 
United States 0012.0 140 766.8 rales 43.8 
Finland 2 162.6 4516.8 15.9 86.7 
United Kingdom 8 841.0 49 677.0 41.2 84.1 
south Africa 1 836.0 13 814.0 49.7 30.4 
Tanzania 20.2 670.0 101.4 2.0 


Source: Adapted from International Telecommunications Union (ITU), World Telecommunications Indicators, December 2003. Reproduced with the kind 
permission of ITU. 
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might not upgrade its employees’ computer systems to the latest Windows environment until after many other 
companies in the area have already begun to do so. However, once it decides to upgrade, it might install the 
new version of Windows in a relatively short period of time on all of its employees’ PCs. Thus, although the 


company was relatively ‘late’ with respect to time of adoption, its extent of adoption was very high. 


» The adoption process 


The second major process in the diffusion of innovations is adoption. The focus of this process is the stages 


through which an individual consumer passes while arriving at a decision to try or not to try or to continue 
using or to discontinue using a new product. (The adoption process should not be confused with adopter 


categories. ) 


STAGES IN THE ADOPTION PROCESS 


It is often assumed that the consumer moves through five stages in arriving at a decision to purchase or reject 


a new product: 


awareness 
interest 
evaluation 


trial 


eS Sa 


adoption (or rejection). 


The assumption underlying the adoption process is that consumers engage in extensive information search, 
whereas consumer involvement theory suggests that for some products, a limited information search is more 
likely (for low-involvement products). The five stages in the adoption process are described in Table 15.10. 

Although the traditional adoption process model is insightful in its simplicity, it does not adequately reflect 
the full complexity of the consumer adoption process. For one, it does not adequately acknowledge that there 
is quite often a need or problem-recognition stage that consumers face before acquiring an awareness of poten- 
tial options or solutions (a need recognition preceding the awareness stage). Moreover, the adoption process 


does not adequately provide for the possibility of evaluation and rejection of a new product or service after each 


TABLE 15.10 | Stages in the adoption process 


Awareness During the first stage of the adoption process, consumers are exposed to the product innovation. 
This exposure is somewhat neutral, for they are not yet sufficiently interested to search for additional 
product information. 


Interest When consumers develop an interest in the product or product category, they search for information 
about how the innovation can benefit them. 


Evaluation Based on their information, consumers draw conclusions about the innovation or determine whether 
further information is necessary. The evaluation stage represents a kind of ‘mental trial’ of the 
product innovation. If the evaluation is satisfactory, the consumer will actually try the product 
innovation; if the mental trial is unsatisfactory, the product will be rejected. 


Trial At this stage, consumers use the product on a limited basis. Their experience with the product 
provides them with the critical information that they need to adopt or reject. 

Adoption (rejection) | Based on their trials and/or favourable evaluation, consumers decide to use the product on a full 
rather than limited basis, or they decide to reject tt. 
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[ FIGURE 15.10 | An enhanced view of the adoption process 
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Source: Adapted from John Antil, ‘New product or service adoption: When does it happen?’, Journal of Consumer Marketing, 5, Spring 1988, p. 9. 


stage, especially after trial (i.e. a consumer may reject the product after trial or never use the product on a contin- 
uous basis). Finally, it does not explicitly include post-adoption or post-purchase evaluation, which can lead to 
a strengthened commitment or to a decision to discontinue use. Figure 15.10 presents an enhanced representa- 
tion of the adoption process model, one that includes the additional dimensions or actions described here. 

The adoption of some products and services may have minimal consequences, whereas the adoption of 
other innovations may lead to major behavioural and lifestyle changes. Examples of innovations with such 
major impact on society include the automobile, the telephone, the electric refrigerator, the television, the 
airplane, and the personal computer. 


THE ADOPTION PROCESS AND INFORMATION SOURCES 


The adoption process provides a framework for determining which types of information sources consumers 
find most important at specific decision stages. For example, early subscribers to a computer-linked data 
service, such as On-Australia (later BigPond), might first become aware of the service via mass-media sources 
(magazines and radio publicity). Then these early subscribers’ final pre-trial information might be an outcome 
of informal discussions with personal sources. The key point is that impersonal mass-media sources tend to 
be most valuable for creating initial product awareness; as the purchase decision progresses, however, the 
relative importance of these sources declines while the relative importance of interpersonal sources (friends, 


salespeople, and others) increases. Figure 15.11 depicts this relationship. 


» A profile of the consumer innovator 


Who is the consumer innovator? What characteristics set the innovator apart from later adopters and from those 


who never purchase? How can the marketer reach and influence the innovator? These are key questions for 
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the marketing practitioner about to introduce a new , . 
The relative importance of different 


types of information sources in 
the adoption process 


product or service. 


DEFINING THE CONSUMER INNOVATOR 


Consumer innovators can be defined as the relatively High 


small group of consumers who are the earliest 


purchasers of a new product. The problem with this FONE! EU IGT 
personal sources 


definition, however, concerns the concept of earliest, 


which is, after all, a relative term. Sociologists have importance 
Impersonal mass 


treated this issue by sometimes defining innovators as media sources 
the first 2.5% of the social system to adopt an innova- 


tion. In many marketing diffusion studies, however, 


a Low 
the definition of the consumer innovator has been 


Interest 
Trial 


derived from the status of the new product under 


Awareness 
Evaluation 
Adoption 


investigation. For example, if researchers define a new 
product as an innovation for the first three months of 
its availability, then they define the consumers who purchase it during this period as ‘innovators’. Other 
researchers have defined innovators in terms of their innovativeness, that is, their purchase of some minimum 
number of new products from a selected group of new products. For instance, in the adoption of new fashion 
items, innovators can be defined as those consumers who purchase more than one fashion product from a 
group of 10 new fashion products. Non-innovators would be defined as those who purchase none or only one 
of the new fashion products. In other instances, researchers have defined innovators as those falling within 
an arbitrary proportion of the total market (e.g. the first 10% of the population in a specified geographic area 
to buy the new product). 


INTEREST IN THE PRODUCT CATEGORY 


Not surprisingly, consumer innovators are much more interested than either later adopters or non-adopters 
in the product categories that they are among the first to purchase. If what is known from diffusion theory holds 
true in the future, the earliest purchasers of small hydrogen fuel cells cars are likely to have substantially 
greater interest in cars (they will enjoy looking at car magazines and will be interested in the performance 
and functioning of cars) than those who purchased conventional small cars during the same period or those 
who purchased fuel cell cars during a later period. Recent research examining early adopters of products 
containing a non-fat synthetic cooking oil (i.e. olestra) were found to have a high interest in such a product 
because of health and diet concerns.”* 

Consumer innovators are more likely than non-innovators to seek information concerning their specific 
interests from a variety of informal and mass-media sources. They are more likely to give greater deliberation 
to the purchase of new products or services in their areas of interest than non-innovators. Although innova- 
tors have generally been portrayed as heavy product category users, this may be true only for relatively contin- 
uous innovations. A recent study found that for discontinuous innovations, it is often novices that purchase 
the product, whereas experts in the subject area are often laggards with respect to product adoption. For 
example, serious amateur photographers with a great deal of camera knowledge and little computer literacy 
were found to be least likely to buy a digital camera, whereas individuals with high computer literacy and 
low photographic knowledge were most likely to purchase this product.” Therefore, it might be more impor- 


tant for the digital camera manufacturer to advertise in a computer rather than a photography magazine. 
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THE INNOVATOR IS AN OPINION LEADER 


When discussing the characteristics of the opinion leader earlier in this chapter, we indicated a strong tendency 
for consumer opinion leaders to be innovators. In the present context, an impressive amount of research on 
the diffusion of innovations has found that consumer innovators provide other consumers with information 
and advice about new products and that those who receive such advice frequently follow it. Thus, in the role 
of opinion leader, the consumer innovator often influences the acceptance or rejection of new products. 
When innovators are enthusiastic about a new product and encourage others to try it, the product is likely 
to receive broader and quicker acceptance. When consumer innovators are dissatisfied with a new product and 
discourage others from trying it, its acceptance will be severely limited, and it may die a quick death. For 
products that do not generate much excitement (either positive or negative), consumer innovators may not 
be sufficiently motivated to provide advice. In such cases, the marketer must rely almost entirely on mass 
media and personal selling to influence future purchasers; the absence of informal influence is also likely to 
result in a somewhat slower rate of acceptance (or rejection) of the new product. Because motivated consumer 
innovators can influence the rate of acceptance or rejection of a new product, they influence its eventual 


success or failure. 


PERSONALITY TRAITS 


In Chapter +, we examined the personality traits that distinguish the consumer innovator from the non- 
innovator. In this section, we will briefly highlight what researchers have learned about the personality of 
the consumer innovator. First, consumer innovators generally are less dogmatic than non-innovators. They 
tend to approach new or unfamiliar products with considerable openness and little anxiety. In contrast, non- 
innovators seem to find new products threatening to the point where they prefer to delay purchase until the 
product's success has been clearly established. 

Consistent with their open-mindedness, it appears that innovative behaviour is an expression of an indi- 
viduals need for uniqueness.°° Those new products, both branded and unbranded, that represent a greater 
change in a person’s consumption habits were viewed as superior when it came to satisfying the need for 
uniqueness. Therefore, to gain more rapid acceptance of a new product, marketers might consider appealing 
to a consumer's need for uniqueness. 

Still further, consumer innovators also differ from non-innovators in terms of social character. Consumer 
innovators are inner-directed; that is, they rely on their own values or standards when making a decision about 
a new product. In contrast, non-innovators are other-directed, relying on others for guidance on how to 
respond to a new product rather than trusting their own personal values or standards. Thus, the initial 
purchasers of a new line of automobiles might be inner-directed, whereas the later purchasers of the same 
automobile might be other-directed. This suggests that as acceptance of a product progresses from early to 
later adopters, a gradual shift occurs in the personality type of adopters from inner-directedness to other- 
directedness. 

There also appears to be a link between optimum stimulation level and consumer innovativeness. Specifi- 
cally, individuals who seek a lifestyle rich with novel, complex, and unusual experiences (high optimum 
stimulation levels) are more willing to risk trying new products, to be innovative, to seek purchase-related 
information, and to accept new retail facilities. Researchers have isolated a link between variety-seeking and 
purchase behaviour that provides insights into consumer innovators. Variety-seeking consumers tend to be 
brand switchers and purchasers of innovative products and services. They also possess the following innova- 
tor-related personality traits: They are open-minded (or low in dogmatism), extroverts, with liberal rather than 


conservative values, low in authoritarianism, able to deal with complex or ambiguous stimuli, and creative.>” 
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To sum up, consumer innovators seem to be more receptive to the unfamiliar and the unique; they are 
more willing to rely on their own values or standards than on the judgment of others. They also are willing 
to run the risk of a poor product choice to increase their exposure to new products that will be satisfying. For 
the marketer, the personality traits that distinguish innovators from non-innovators suggest the need for 


separate promotional campaigns for innovators and for later adopters. 


PERCEIVED RISK AND VENTURESOMENESS 


Perceived risk is another measure of a consumer's likelihood to try new brands or products. Perceived risk is 
the degree of uncertainty or fear about the consequences of a purchase that a consumer feels when consider- 
ing the purchase of a new product. For example, consumers experience uncertainty when they are concerned 
that a new product will not work properly or as well as other alternatives. Research on perceived risk and the 
trial of new products overwhelmingly indicates that consumer innovators are low-risk perceivers; that is, they 
experience little fear of trying new products or services. Consumers who perceive little or no risk in the 
purchase of a new product are much more likely to make innovative purchases than consumers who perceive 
a great deal of risk. In other words, high-risk perception limits innovativeness. 

Venturesomeness is a broad-based measure of a consumer's willingness to accept the risk of purchasing 
new products. Measures of venturesomeness have been used to evaluate a person's general values or attitudes 


toward trying new products. A typical measurement scale might include such items as: 


i I prefer to (try a toothpaste when it first comes out) (wait and learn how good it is before trying it). 

| When 1am shopping and see a brand of paper towels I know about but have never used, I am (very anxious 
or willing to try it), (hesitant about trying it), (very unwilling to try it). 

l 1 like to be among the first people to buy and use new products that are on the market (measured on a five- 


point ‘agreement scale). 


Research that has examined venturesomeness has generally found that consumers who indicate a willingness 
to try new products tend to be consumer innovators (as measured by their actual purchase of new products). 
On the other hand, consumers who express a reluctance to try new products are, in fact, less likely to purchase 


new products. Therefore, venturesomeness seems to be an effective barometer of actual innovative behaviour. 


PURCHASE AND CONSUMPTION CHARACTERISTICS 


Consumer innovators possess purchase and usage traits that set them apart from non-innovators. For example, 
consumer innovators are less brand loyal; that is, they are more apt to switch brands. This is not surprising, 
for brand loyalty would seriously impede a consumer's willingness to try new products. Consumer innovators 
are more likely to be deal prone (to take advantage of special promotional offers such as free samples and 
cents-off coupons). They are also likely to be heavy users of the product category in which they innovate. 
Specifically, they purchase larger quantities and consume more of the product than non-innovators. Finally, 
for products like DVDs, computers, microwave ovens, mobile phones, and food processors, usage variety is 
likely to be a relevant dimension of new-product diffusion. An understanding of how consumers might be 
‘usage innovators’—that is, finding or ‘inventing’ new uses for an innovation—might create entirely new market 
opportunities for marketers’ products. SMS in mobile phones provides an example of a use which proved to 
be unexpectedly popular. It has created new, informed social networks.”® 

A positive relationship exists between innovative behaviour and heavy usage. Consumer innovators are 
not only an important market segment from the standpoint of being the first to use a new product, but they 


also represent a substantial market in terms of product volume. However, their propensity to switch brands 
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or to use products in different or unique ways and their positive response to promotional deals also suggest 
that innovators will continue to use a specific brand only as long as they do not perceive that a new and poten- 


tially better alternative is available. 


MEDIA HABITS 


Comparisons of the media habits of innovators and non-innovators across such widely diverse areas of 
consumption as fashion clothing and new automotive services suggest that innovators have somewhat greater 
total exposure to magazines than non-innovators, particularly to special-interest magazines devoted to the 
product category in which they innovate. For example, fashion innovators are more likely to read magazines 
such as GQ and Vogue than non-innovators; financial services innovators have greater exposure to such special- 
interest investor magazines. 

Consumer innovators are also less likely to watch television than non-innovators. This view is consistently 
supported by research that over the past decade or so has compared the magazine and TV exposure levels of 
consumer innovators. The evidence indicates that consumer innovators have higher-than-average magazine 
exposure and lower-than-average TV exposure. It will be interesting, though, to observe over the next few 
years what the impact the convergence of the Internet and television will be. Studies concerning the rela- 
tionship between innovative behaviour and exposure to other mass media, such as radio and newspapers, 


have been too few, and the results have been too varied to draw any useful conclusions. 


SOCIAL CHARACTERISTICS 


Consumer innovators are more socially accepted and socially involved than non-innovators. For example, 
innovators are more socially integrated into the community, better accepted by others, and more socially 
involved; that is, they belong to more social groups and organisations than non-innovators. This greater social 
acceptance and involvement of consumer innovators may help explain why they function as effective opinion 


leaders. 


DEMOGRAPHIC CHARACTERISTICS 


It is reasonable to assume that the age of the consumer innovator is related to the specific product category 
in which he or she innovates; however, research suggests that consumer innovators tend to be younger than 
either late adopters or non-innovators. This is no doubt because many of the products selected for research 
attention (such as fashion, convenience grocery products, or new automobiles) are particularly attractive to 
younger consumers. 

Consumer innovators have more formal education, have higher personal or family incomes, and are more 
likely to have higher occupational status (to be professionals or hold managerial positions) than late adopters 
or non-innovators. In other words, innovators tend to be more upscale than other consumer segments and can, 
therefore, better afford to make a mistake should the innovative new product or service being purchased prove 
to be unacceptable. Table 15.11 summarises the major differences between consumer innovators and late 
adopters or non-innovators. The table includes the major distinctions examined in our current presentation 


of the consumer innovator profile. 


ARE THERE GENERALISED CONSUMER INNOVATORS? 


Do consumer innovators in one product category tend to be consumer innovators in other product categories? 


The answer to this strategically important question is a guarded ‘no’. The overlap of innovativeness across product 


categories, like opinion leadership, seems to be limited to product categories that are closely related to the same 
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TABLE 15.11 Comparative profiles of the consumer innovator and the non-innovator or late adopter 


Characteristic Innovator Non-innovator (or Late 
adopter) 


Product interest More Less 
Opinion leadership More Less 
Personality 


Dogmatism Open-minded Closed-minded 
Need for uniqueness Higher Lower 
Social character Inner-directed Other-directed 
Optimum stimulation level Higher Lower 
Variety seeking Higher Lower 
Perceived risk Less More 
Venturesomeness More Less 
Purchase and consumption traits 
Brand loyalty Less More 
Deal proneness More Less 
Usage More Less 
Media habits 
Total magazine exposure More Less 
Special-interest magazines More Less 
Television Less More 
Internet More Less 
Social characteristics 
Social integration More Less 
Social striving (e.g. social, physical, and More Less 
occupational mobility) 
Group memberships More Less 
Demographic characteristics 
Age Younger Older 
Income Higher Lower 
Education More Less 


Occupational status Higher Lower 


basic interest area. Consumers who are innovators of one new food product or one new appliance are more 
likely to be innovators of other new products in the same general product category. In other words, although 
no single or generalised consumer-innovativeness trait seems to operate across broadly different product cate- 
gories, evidence suggests that consumers who innovate within a specific product category will innovate again 
within the same product category. For example, up to the point of ‘innovator burnout (i.e. ‘what I have is good 
enough’), a person who was an innovator in buying an original IBM PC for his or her home office in the early 
1980s was most likely again an innovator in buying a PC with an Intel 80286 microprocessor, an Intel 80386 
microprocessor, an Intel 80486 microprocessor, and an Intel Pentium microprocessor and is likely to again be 


an innovator when it comes to the next generation of microprocessors for personal computers. 
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For the marketer, such a pattern suggests that it is generally a good marketing strategy to target a new 
product to consumers who were the first to try other products in the same basic product category. In the realm 
of high-tech innovations, there is evidence suggesting that there is a generalised ‘high-tech’ innovator—known 
as a ‘change leader’.?? Such individuals tend to embrace and popularise many of the innovations that are ulti- 
mately accepted by the mainstream population, such as computers, mobile phones, and PDAs. They tend to 
have a wide range of personal and professional contacts representing different occupational and social groups; 
most often these contacts tend to be ‘weak ties’ or acquaintances. 

Change leaders also appear to fall into one of two distinct groups: a younger group that can be characterised 
as being stimulation seeking, sociable, and having high levels of fashion awareness or a middle-aged group that 
is highly self-confident and has very high information-seeking needs. 

Similar to change leaders, ‘technophiles’ are individuals who purchase technologically advanced products 
soon after their market debut. Such individuals tend to be technically curious people. Also, another group 
responding to technology are adults who are categorised as ‘techthusiasts——people who are most likely to 
purchase or subscribe to emerging products and services that are technologically oriented. These consumers 
are typically younger, better educated, and more affluent. 


CASE STUDY 15.1 
The Horseless Carriage: From the Oruktor Amphibolos to the Flying Car 


Margo Poole, University of Newcastle 


Could you image hopping into your ‘Oruktor Amphibolos’ to go and pick up a few groceries at the super- 
market? Well, as history goes, if it had been up to Oliver Evans, who patented a steam-powered, self-propelled 
vehicle in 1789, that chugged along on land and then dropped into the water and paddled around, we would 
all be driving about in an ‘Oruktor’. However, as fate would have it, we have ended up with what is now 
commonly called a ‘car’, coming from the Celtic term ‘carrus’ (meaning a cart) or ‘automobile’, coming from 
the Greek term ‘auto’ (meaning self) and the Latin term ‘mobils’ (meaning moving).°!* Nevertheless, whatever 
name that was settled upon, there is little doubt that this innovation in personal transport has enormously 
impacted our daily lives. 

Not only has the automobile influenced our mode of personal transport, it has also had a profound impact 
on our surrounding environment and, perhaps, how we may even meet our maker. Think about billboards, 
flashing neon signs, drive-in take-aways like McDonald's and giant signage icons like the Big Banana in New 
South Wales and the Big Pineapple in Queensland. The drive-in motel, that became so popular in the 1960s, 
is also a part of this sea change in society. This mode of transportation, unfortunately, has also been consid- 
ered highly dangerous. But, more on that as we progress through the automobile’s past, present and future 
development. 

The first self-propelled personal vehicles were built in the late 1700s, powered by a steam engine. However, 
with a top speed of 2.3 mph and being highly cumbersome and noisy, they had an uphill battle competing with 
the already tried and true mode of transportation of the day, the horse-drawn cart. Legislation brought in by 
the British government also put a stop to any further development of what was often referred to as the ‘steam- 
carriage’. The legislation demanded that the vehicle be led by a gentleman, on foot, waving a red flag and 
blowing a loud horn. This legislation was not repealed until the late 1800s.°* There was then some dabbling 


in internal combustion engines powered by gunpowder. For obvious reasons, this avenue was abandoned. 


540 > PART 4 The decision-making process 


However, around 1886, two German inventors, Gottleib Daimler and Karl Benz, independently developed a 
revolutionary internal combustion engine that was powered by petrol.°° 

A little later in the US, in the late 1800s, Frank and Charles Duryea began manufacturing more than one 
automobile at a time. Then Charles King introduced the revolutionary four-cylinder engine. It travelled at a 
top speed of five mph. A young boy, W. Bronson Taylor, growing up during this era, recalls his first encounter 
with an automobile. He had heard that a lawyer in a town 18 miles away had purchased an automobile called 
an ‘Olds’. People questioned the sanity of anyone crazy enough to do such a thing. Such transportation was 
prohibitively expensive with the average car costing around $US2500 while the average annual wage was a mere 
$US500. The automobile was considered to be a highly indulgent, expensive luxury that was dangerous and 
limited in any real practical value.®° They had no roof, no windscreen and broke down continually. With great 
embarrassment, the driver would often have to walk to the closest farmer’s house and ask if they could harness 
their horse to the front to get back home. Returning back along the street where the driver had so proudly 
showed off his new mode of transportation just an hour earlier was, of course, a humiliation.®’ Thus, the 
young Taylor, all of 12 years, immediately decided that he would never actually see this new acquisition 
because it would never be capable of travelling the distance of 18 miles to his town. However, soon after, his 
mate came running up in the street, he had seen the lawyer, and his car, in front of old Mrs Anderson's house. 
There stood the ‘Olds’, with a great deal of steam coming from under the seat where the engine lay with the 
lawyer standing nearby, looking very perplexed. Young Taylor suggested to him that maybe it needed some 
water. The lawyer sternly replied that it was a petrol engine and didn’t use water. An investigation into the basic 
workings of the engine by young Taylor found that, indeed, water was a very important component of the 
working of the engine. With some tap water from old Mrs Anderson's, the ‘Olds’ was back on its way home. 

Then, an enthusiastic engineer by the name of Henry Ford brought about another advance in the history 
of the automobile. Henry began building a prototype that he called the ‘Quadricicle’. Unfortunately, in his 
enthusiasm, he realised, a little too late, that it was too big to go through the shed door. So, to test drive his 
prototype, he had to use an axe to chop out a hole large enough to make for a safe exit. The ‘Quadricicle’ had 
a top speed of 20 mph. Henry then went for a job at the Winton Motor Carriage Company. Fortunately, in many 
ways, Alexander Winton was not impressed by Henry and decided not to hire him.° Subsequently, Henry 
Ford, through the development of the conveyor belt, then went on to make automobiles affordable tor many 
more people. However, what still seemed to be an almost insurmountable problem was the roads. They were 
all dirt and built for horse-drawn carriages. In summer, the automobile would generate a remarkable amount 
of choking dust while in winter, when it rained, it would simply get bogged. Indeed, it was said at the time 
that ‘the idea of roads which were passable all the time seemed more remote that a trip to the moon’. How 
things have changed, man has travelled to the moon and, on the whole, we have passable roads; if only we 
could overcome the driver’s nightmare, the traffic jam. Also, from the very beginning the automobile has been 
dangerous to both people and animals. Horses used to bolt when they saw one coming and people were, and 
still are, continually being injured or killed. It was even a dangerous procedure to crank start the early car. If 
it backfired at this time, the driver could end up with a broken arm.” Although there has been great advances, 
like the seat belt, anti-locking brakes and interior air bags, we continue to see carnage on the roads. There are 
also ongoing concerns about environmental damage through polluting emissions. So, with so many problems 
remaining, what does the future of personal transportation hold? 

It appears that we have two options, the ‘flying car’ and the ‘personal jetpack’. Both see the end to the 
traffic jam. Imagine just pressing a button and ‘lifting off’ into a third dimension, the sky. Have you ever seen 
the old TV cartoon of the 1960s where George Jetson takes off and flies to work? The ‘flying car’ is bringing 
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this to reality and everything will be completely controlled by computers using computerised global posi- 
tioning systems (GPS) over the Internet. The ‘flying car’ will take off and land vertically and can have a top 
speed of around 350 kph in the air and 105 kph on the road. So, at the flick of a switch your car lifts 
off, wings come out on each side and you're off, with a range of around 900 km. The cost? Initially about 
$US1 million, but this should reduce to around $US60 000 once mass produced.” 

The alternative is the ‘personal jetpack’. The ‘solo track exo-skeletor flying vehicle’ (XFV) also lifts off 
vertically. The fundamental difference from the ‘flying car is that you strap it to your back, step onto two little 
foot-stands, hold on to the levers and off you go. Of course, it only works in the air and not on the roads. But, 
you could ‘lift off from your back yard and ‘land’ where there are no roads at all. Average speed in the air is 
around 100 kph and it can climb as high as 3048 metres. Therefore, you could be sharing airspace with other 
light aircraft. The XFV is compact, weighing in at 130 kg, it can hover in a stationary position and has a handy 
parachute for any emergency. The left-hand lever controls speed while the right-hand one looks after the tilt. 
You can also lean sideways as well as back and forth, like being on a motor bike, for greater control.” 

So, the manner in which humans attempt to transport themselves and their goods has evolved enormously 
over a very short time and, it would appear that we still have a remarkable future ahead. 


Case Study Questions 

1. Consider the characteristics that influence consumer acceptance of new products (the diffusion process) 
and apply them to the automobile. 

2. Now consider the same characteristics to debate whether the ‘flying car’ or the ‘personal jetpack’ will 
become the future of personal transportation. 

3. Consider the product characteristics in Table 15.6 (page 527) that influence diffusion. Apply them to the 
automobile. 

4. There are five stages to the adoption process. Can these be identified with the adoption process of the 
automobile? Will this also be the case for the ‘flying car’? 

5. Does the case study illustrate the profile of the consumer innovator? Discuss and debate the similarities 
and/or differences? 

6. Research automobile accessories like the headlamp, flashing turn signals and the bumper that have been 


adopted by consumers over the years. Choose three such innovations, research how they evolved and 


discuss them in relationship to the diffusion of innovations. 


Summary 


Opinion leadership is the process by which one person (the 
opinion leader) informally influences the actions or atti- 
tudes of others, who may be opinion seekers or merely 
opinion recipients. Opinion receivers perceive the opinion 
leader as a highly credible, objective source of product infor- 
mation who can help reduce their search time and perceived 
risk. Opinion leaders, in turn, are motivated to give infor- 
mation or advice to others, in part because doing so 
enhances their own status and self-image and because such 
advice tends to reduce any post-purchase dissonance that 
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they may have. Other motives include product involvement, 
‘other’ involvement, and message involvement. 

Market researchers identify opinion leaders by such 
methods as self-designation, key informants, the sociomet- 
ric method, and the objective method. Studies of opinion 
leadership indicate that this phenomenon tends to be 
product specific; that is, individuals ‘specialise’ in a product 
or product category in which they are highly interested. An 
opinion leader for one product category may be an opinion 
receiver for another. 


Generally, opinion leaders are gregarious, self-confident, 
innovative people who like to talk. Additionally, they may 
feel differentiated from others and choose to act differently 
(or public individuation). They acquire information about 
their areas of interest through avid readership of special- 
interest magazines and by means of new-product trials. 
Their interests often overlap adjacent product areas; thus, 
their opinion leadership may extend into related areas. The 
market maven is an intense case of such a person. These 
consumers possess a wide range of information about many 
different types of products, retail outlets, and other dimen- 
sions of markets. They both initiate discussions with other 
consumers and respond to requests for market information 
over a wide range of products and services. Market mavens 
are also distinguishable from other opinion leaders, because 
their influence stems not so much from product experience 
but from a more general knowledge or market expertise that 
leads them to an early awareness of a wide array of new 
products and services. 

The opinion leadership process usually takes place 
among friends, neighbours, and work associates who have 
frequent physical proximity and, thus, have ample oppor- 
tunity to hold informal product-related conversations. These 
conversations usually occur naturally in the context of the 
product-category usage. 

The two-step flow of communication theory highlights 
the role of interpersonal influence in the transmission of 
information from the mass media to the population at large. 
This theory provides the foundation for a revised multi-step 
flow of communication model, which takes into account 
the fact that information and influence often are two-way 
processes and that opinion leaders both influence and are 
influenced by opinion receivers. 

Marketers recognise the strategic value of segmenting 
their audiences into opinion leaders and opinion receivers 
for their product categories. When marketers can direct their 
promotional efforts to the more influential segments of their 
markets, these individuals will transmit this information to 
those who seek product advice. Marketers try to both 
simulate and stimulate opinion leadership. They have also 
found that they can create opinion leaders for their products 
by taking socially involved or influential people and delib- 
erately increasing their enthusiasm for a product category. 

The diffusion process and the adoption process are two 
closely related concepts concerned with the acceptance of 
new products by consumers. The diffusion process is a 
macro process that focuses on the spread of an innovation 
(a new product, service, or idea) from its source to the 
consuming public. The adoption process is a micro process 
that examines the stages through which an individual 
consumer passes when making a decision to accept or reject 
a new product. 


The definition of the term innovation can be firm- 
oriented (new to the firm), product-oriented (a continuous 
innovation, a dynamically continuous innovation, or a 
discontinuous innovation), market-oriented (how long the 
product has been on the market or an arbitrary percentage 
of the potential target market that has purchased it), or 
consumer-oriented (new to the consumer). Market-oriented 
definitions of innovation are most useful to consumer 
researchers in the study of the diffusion and adoption of 
new products. 

Five product characteristics influence the consumer's 
acceptance of a new product: relative advantage, com- 
patibility, complexity, trialability, and observability (or 
communicability). 

Diffusion researchers are concerned with two aspects of 
communication—the channels through which word of a 
new product is spread to the consuming public and the 
types of messages that influence the adoption or rejection 
of new products. Diffusion is always examined in the 
context of a specific social system, such as a target market, 
a community, a region, or even a nation. 

Time is an integral consideration in the diffusion 
process. Researchers are concerned with the amount of 
purchase time required for an individual consumer to adopt 
or reject a new product, with the rate of adoption, and with 
the identification of sequential adopters. The five adopter 
categories are innovators, early adopters, early majority, late 
majority, and laggards. 

Marketing strategists try to control the rate of adoption 
through their new-product pricing policies. Marketers who 
wish to penetrate the market to achieve market leadership 
try to acquire wide adoption as quickly as possible by using 
low prices. Those who wish to recoup their developmental 
costs quickly use a skimming pricing policy but lengthen 
the adoption process. 

The traditional adoption process model describes five 
stages through which an individual consumer passes to 
arrive at the decision to adopt or reject a new product: 
awareness, interest, evaluation, trial, and adoption. To make 
it more realistic, an enhanced model is suggested as one 
that considers the possibility of a pre-existing need or 
problem, the likelihood that some form of evaluation might 
occur through the entire process, and that even after 
adoption there will be post-adoption or purchase evalua- 
tion that might either strengthen the commitment or alter- 
natively lead to discontinuation. 

New-product marketers are vitally concerned with iden- 
tifying the consumer innovator so that they may direct their 
promotional campaigns to the people who are most likely 
to try new products, adopt them, and influence others. 
Consumer research has identified a number of consumer- 
related characteristics, including product interest, opinion 
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leadership, personality factors, purchase and consumption 
traits, media habits, social characteristics, and demographic 
variables that distinguish consumer innovators from later 


Discussion questions 


1. a. Why is an opinion leader a more credible source of 
product information than an advertisement for the 
same product? 

b. Are there any circumstances in which information 
from advertisements is likely to be more influential 
than word of mouth? 

2. Why would a consumer who has just purchased an 
expensive fax machine for home use attempt to influ- 
ence the purchase behaviour of others? 

3. A company that owns and operates gymnasiums across 
the country is opening one in your suburb. The 
company has retained you as its marketing research 
consultant and has asked you to identify opinion leaders 
for its service. Which of the following identification 
methods would you recommend: the self-designating 
method, the sociometric method, the key informant 
method, or the objective method? Explain your selec- 
tion. In your answer, be sure to discuss the advantages 
and disadvantages of the four techniques as they relate 
to the marketing situation just described. 

4. Do you have any ‘market mavens’ among your friends? 
Describe their personality traits and behaviours. Describe 
a situation in which a market maven has given you 
advice regarding a product or service and discuss what 
you believe was his or her motivation for doing so. 

5. Describe how a manufacturer might use knowledge of 
the following product characteristics to speed up the 
acceptance of pocket-sized mobile telephones: 

a. Relative advantage 

b. Compatibility 

c. Complexity 

d. Trialability 

e. Observability 

6. Fujitsu has introduced a compact laptop computer that 


weighs about one kilo, has wireless connectivity, but 


Exercises 


1. Describe two situations in which you served as an 
opinion leader and two situations in which you sought 
consumption-related advice or information from an 


opinion leader. Indicate your relationship to the persons 
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adopters. These serve as useful variables in the segmenta- 
tion of markets for new-product introductions. 


no disk drive. It has a powerful processor into which a 
full-size desktop screen and keyboard can be easily 
plugged. How can the company use the diffusion-of- 
innovations framework to develop promotional, pricing, 
and distribution strategies targeted to the following 
adopter categories? 

a. Innovators 

b. Early adopters 

c. Early majority 

d. Late majority 

e. Laggards 

7. Is the curve that describes the sequence and proportion 
of adopter categories among the population (Figure 
15.9) similar in shape to the product lifecycle curve? 
Explain your answer. How would you use both curves 
to develop a marketing strategy? 

8. Sony is introducing an ultra high-definition 106 cm 
plasma TV bundled with a HDTV set-top box, a DVD 
recorder and a home theatre system that uses wireless 
technology to get the sound to the speakers. The system 
allows the viewer to watch two sources of video (e.g. 
DVD and the cricket) at the same time. 

a. What recommendations would you make to Sony 
regarding the initial target market for the new TV 
bundle? 

b. How would you identify the innovators for this 
product? 

c. Select three characteristics of consumer innovators 
(as summarised in Table 15.11). Explain how Sony 
might use each of these characteristics to influence 
the adoption process and speed up the diffusion of 
the new product. 

d. Should Sony follow a penetration or a skimming 
policy in introducing the product? Why? 


with whom you interacted. Are the circumstances 
during which you engaged in word-of-mouth commu- 
nications consistent with those in the text’s material? 
Explain. 


2 a. Find ads that simulate and ads that stimulate opinion 


3. 


leadership and present them in class. 

b. Can you think of negative rumours that you have 
heard recently about a company or a product? If so, 
present them in class. 

Identify a product, service, or style that recently was 

adopted by you or some of your friends. Identify what 

type of innovation it is and describe its diffusion process 
up to this point in time. What are the characteristics of 


people who adopted it first? What types of people did 


Key terms 


not adopt it? What features of the product, service, or 
style are likely to determine its eventual success or 
failure? 

With the advancement of digital technology, some 
companies plan to introduce interactive TV systems that 
will allow viewers to select films from video libraries and 
view them on demand. Among people you know, identify 
two who are likely to be the innovators for such a new 
service and construct consumer profiles using the char- 


acteristics of consumer innovators discussed in the text. 
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The World's #1 Web and Email Filtering Company. 


Organisations buy far more goods and services than do domestic consumers.' While such buyer behaviour can 
be considered part of business-to-business marketing, our concern in this chapter is with the role of the buyer. 
Although this buyer behaviour involves individuals, organisational imperatives shape what is purchased, 
allowing less scope for personal idiosyncrasies. In looking at this behaviour, we examine the basic nature of 
Australian business, the origins of demand for goods and services within these organisations and the nature 
of their buying roles and decision-making processes. This will be set within a network of relationships within 
the firm and between buyers and suppliers. The term ‘buying’ is used widely here; for example, a company 
that leases a fleet of trucks is still a buyer in the sense that they have bought a service from the provider of 
the lease and the manufacturer of the trucks. Despite the massive buying by organisations, the area of organ- 
isational buyer behaviour has been relatively neglected by researchers in marketing. Much of the research has 


been conducted by those with a broader perspective such as network or relationship marketing. 


»> Types of buying organisations 


According to the Australian Bureau of Statistics (ABS) there are over one million organisations in Australia, 


excluding government and agriculture. Table 16.1 shows the number and size of private sector organisations, 
along with the number of employees.” ABS estimates that these organisations employed 6.9 million people, of 
whom only 2.3 million (or 33%) worked in larger (100 or more employees) organisations. In looking at buyer 
behaviour, similar patterns are evident in other industrialised nations, indicating that the large business models 


found in most of the marketing literature may not be applicable to all business buying. 


>» Origins of demand 


To remain active, all organisations must consume goods and services. Even those businesses such as consul- 


tancies that provide largely intangible, intellectual property services still consume communication and infor- 
mation services and are large users of computers. Demand is largely a function of the nature of the business, 


their scale and their client base. 


TABLE 16.1 | Organisations and employment in Australia (000s) 


Size Organisations Employment 
Non-employing (single person, owner, partners) 982.1 989./ 
1-4 employees 370.1 715.1 
5-19 employees 169.8 1494.3 
20-99 employees oo 13/6,0 
100-199 employees 3.4 465.2 
200 or more employees 2.8 1801.1 
Total private, excluding agriculture 1164.1 6901.9 
Public trading and government 54) 1307.6 
Agriculture, fishing and forestry 112.1 359.0 
TOTAL 1281.7 8964.5 
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FIRMAGRAPHICS AND FIRM VALUES 


Australian business researcher Geoff Alford has shown that much business activity can be explained by:3 


industry type (nature of business, transaction size) 
business size (employee numbers, turnover) 
customer base (residential or business) 


sole versus multiple location(s) 


geographical location (the business and the customers) 


Generally, these broad characteristics of business can be termed firmagraphics. The following examples show 
how firmagraphics can be used to predict likely buying patterns. Businesses with multiple locations will have 
the need for sophisticated communications systems linking the sites. In contrast, a small business with only | 
one location may need little more than a phone and dial-up Internet. Organisations with large transactions (such | 
as Caterpillar, which sells earth-moving equipment) will use salespeople or agents while those with small 


transactions (such as Bunnings, which sells hardware supplies to tradespeople) will use mass market methods 


or direct marketing. 

To firmagraphics, we can add the equivalent of consumer values, relating to the business purpose and 
philosophy of the organisation. Not all firms are entrepreneurial or growth-oriented, and others represent | 
particular social values. For example, a health-care organisation is unlikely to deal with suppliers who have 
unhealthy working environments, and a forestry company may embrace sustainable development policies. 
Japanese firms are renowned for their ability to consider the long-term future over immediate gains. 

Finally, stakeholder theory* reminds us that several groups have influence on and an interest in organisa- 
tional activities, such as buying. While governments may wish that firms would ‘buy Australian’, shareholders 
would rather they buy from the most economical source, while employees may want to boycott suppliers who 
have instituted work practices they oppose. As we see below, various stakeholder groups within the firm also 


have a considerable influence on buying. 


»> Purpose of buying 


Organisations buy to meet their own needs, to provide direct inputs into their own value-creating activities 


and for reselling to customers. 


MEETING THE ORGANISATION’S NEEDS 


All organisations have overheads which they are forced to carry in order to stay in business. Table 16.2 gives 
examples of these. Some decisions, like buying or renting premises, take place irregularly; others occur contin- 
uously or according to a business cycle (e.g. monthly rent payments) or taxation agents paid quarterly to 
prepare a Business Activity Statement. 

The demand for buying is derived from the nature of the business organisation and the way it manages its 
overheads. If a company like Telstra needs to create printed manuals or documentation for its staff, it will 
need large amounts of stationery to allow this. In contrast, if most of this material is distributed and read from 
its Intranet, demand will be of a different type. Figure 16.1 shows an advertisement for People Telecom, offering 
better control over its own communication costs. 

If a staff member resigns or if the business is growing, the services of a recruiting company may be required. 
For continuously consumed items, such as stationery, a business is likely to have an established pattern of 


buying. For large businesses, a preferred supplier may be chosen and successive orders with that supplier 
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TABLE 16.2 | Buying to meet own needs 


Product or service Frequency of use or purchase 

Office supplies Continuous 

Telephone, Internet and data services Continuous 

Accounting services Monthly cycle, quarterly GST 
Computer equipment When outdated, new staff 
Purchase/rent premises Irregular 

Payroll services Fortnightly cycle 

Office refurbishing New staff, reorganising, new premises 
Motor vehicle leasing Yearly or when tax-advantaged 
Recruitment services Expansion, replacement 


[ FiGuRE 16.1 | Buying to meet own business needs 


Re : ES 

Sey ibe Res “eR PE fez at 
talk to people and cut 
BAS PR BR 82 £28 be ae 


There aren’t many businesses that wouldn't benefit from talking to people. 
No matter how many services you have with us, we should be able to cut 


hina big :: voice mobile|data C20 le 
your communication costs. By as much as 30% in some cases. So hang up 


TELECOM 


on your phone company and talk to peopie on 1300 303 138. 


Source: Courtesy of People Telecom. 


made when required. In contrast, small businesses may have a regular purchase location, such as Officeworks, 


but may use the convenient local newsagency if a needed item runs out. 


INPUTS INTO VALUE-CREATING ACTIVITIES 


Most businesses need to purchase goods or services, then transform them to sell to their own customers. 
In this way they create or add value to their product or service. Thus, this demand is derived from the core 


nature of the business and its supply chain, all the way from a business’s own suppliers, through its own 
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value-creating activities and ending with its delivery to its customers. For example, winemakers need to 
purchase grapes, corks, bottles, labels, oak and chemicals in order to produce their wines to sell to retailers 
and their customers. Thus, for a wine brand like Penfolds, which markets a range of Australian wines, buyers 
with high levels of expertise are needed if Penfolds is to achieve its business objectives. Buyers need to know 
what they want to produce for their customers, how they will produce it and the prices their customers are likely 
to pay. The requirements for the premium Grange Hermitage and everyday drinking wine Rawson's Retreat are 
obviously different. 

For service providers, there are similar material inputs. For example, Qantas cannot provide trips for airline 
passengers without having aircraft. However, for providers of services such as public relations consultants, 
the non-material inputs may be less obvious. They may need information, such as a library or media moni- 
toring service, but most of what they produce comes from generating their own intellectual capital. Consul- 
tants are said to ‘borrow your watch to tell you the time’, but indeed their external perspective and applied 
intellect are a major part of what they offer. In which case, people with intellect, training and experience really 
constitute their ‘inputs’. We should also observe that, with more complex organisational interrelationships 
between networks of buyers and suppliers, it becomes a moot point who adds the value. For example, Telstra 
outsources many information technology services from IBM; who then is adding the value to a customer 
service system? 

Because value is the fundamental basis for competitive advantage, suppliers are always looking for better 
superior intelligence, allowing them to outdo their competitors. Figure 16.2 for LexisNexis taps into this 


fundamental business imperative. 


| FIGURE 16.2 Appeal to competitive orientation of buyer organisations 


LexisNexis news and business 
puts you in more places than 
you ever thought possible. 


Be the first to 
know wha 
your com 


are doir 


Give your organisation a competitive advantage 
with LexisNexis news and business -- a world 
leading online information service. With over 
36,000 sources of information, you are guaranteed 
access to accurate facts, up-to-the-minute figures 
and the latest local and international news. Every 
department can benefit from LexisNexis including 
Research, Sales & Marketing, PR, Legal, HR, 
Finance and Business Development. 


LexisNexis has a team dedicated to continually 
expanding Australian content with a number of 
new publications recently launched on our online 
information service. That’s why Australia’s leading 
companies choose LexisNexis to analyse 
competitors, research new markets, monitor 
industry trends, leverage breaking news and more. 


For more information or to arrange 
a free demonstration, call 1800 100 161 
or visit www.lexisnexis.com.au/lexisnexis. 


LexisNexis and the Knowledge Burst toge are trademarks of Reed Elsevier 


Properties jne., used under licence. © 2604 Reed International Books 


Australia Pry Lid trading as LexisNexis, 


®” LexisNexis” 


Source: Courtesy of LexisNexis Australia. 
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RESELLERS 


Some organisations buy goods or services to resell to others. Ultimately, demand is derived from customer 
purchases of these items. Many vertically integrated manufacturers, such as Nike, source their products trom 
suppliers who make them to their specifications and branding; they are then resold to retailers and ultimately 
to the public. Retailers too are largely resellers. Coles Supermarkets have a few products of their own (home 
brands or in-store deli and bakery) but mostly they stock products sourced from elsewhere. Specialist buyers 
within retail categories (such as toy buyers) have the expertise to buy products which they judge to have 
market appeal and sufficient stock turns to make them profitable for their retail organisation. In the services 
sector, resellers are common. Many telecommunications providers buy capacity from network providers such 
as Telstra or Optus. 

Many direct marketers, like Amazon.com, are also resellers. However, they are part of an emerging business 
model characterised by disintermediation where the supply chain between original supplier and ultimate 
buyer is shortened. For example, book publishers can sell directly to Amazon.com, that then sells direct to 
consumers anywhere in the world. Some publishers may even bypass resellers by selling directly to consumers 
over the Net. For their customers, the added value comes from not needing to be in a nearby location, addi- 


tional services (such as delivery), convenience and price. 


» Organisational decision making 


One of the original models of organisational buying was devised by Webster and Wind.’ It is depicted in 


Figure 16.3 (page 556). It stressed that forces external to the firm, such as the state of the economy or trade 
unions, will influence what can be supplied and under what conditions. Within the firm, the model suggests 
that organisational objectives, resources and structure will affect decision making. Within this domain, personal 
roles, preferences and power over resources will impact on the final purchase decision. More recently, social 


concerns, such as environmental sustainability, may impact on buyer behaviour.® 


KEY BUYING ROLES 


In larger organisations, the buying role may be split between people or be the job of a specialist. Ultimate 
decision making may be diffused among these roles. In such circumstances, the buying decision is likely to 
be based on a combination of economic (price and opportunity cost), cognitive (performance) and emotional 
(internal organisation politics) grounds. Passive buying (based on the continuation of past practices) is unlikely 
to persist in large organisations striving to improve their profitability and performance. 

At the heart of the model is the concept of a buying centre, the group of people in the organisation involved 
in decision making. Webster and Wind and others have described a number of roles within the centre, as 
shown in Table 16.3. In some ways these roles are reminiscent of the ‘buying centre’ roles in the family (see 
Chapter 9). These roles are usually spread through the organisation, though some firms may have specialist 
buyers or buying (or supply) departments. 

Users are the ultimate consumers of the business inputs, but they may have little say in who supplies the 
firm. For example, the authors of this book work in universities, but have no say in which phone company 
provides services to their university. Some of the buying done by firms is highly specialised, requiring tech- 
nical specialists or ‘specifiers’ to prescribe what is to be sought. Case Study 16.1 covers the role of toy buyers 
in retail organisations who have the task of procuring suitable ranges of toys for their stores. 

Although organisations differ enormously in internal complexity, a basic pattern of need recognition, search, 


decision and evaluation applies equally to business as it does to consumers. While we often use the concept 
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TABLE 16.3 | Buying roles in organisations 


Role Description 


User Ultimate user of goods and services within organisation 
Gatekeepers Controllers of information on available products and services, e.g. individuals and buyers 


Influencers People who desire a product, but do not have the authority to buy (e.g. staff members 
wanting a particular brand of computer) 


specifier Person, usually a technical expert, who decides on precise specifications of a product 
(e.g. an architect deciding on materials required for a building) 


Financial controller Person who certifies that tunds are available for purchase 
Decider Person with the authority to authorise a purchase 
Buyers People who actually organise the buying process 


of high- and low-involvement decisions with consumers, the key issues for business are likely to involve the 
various risks (monetary costs, sunk costs, cost of change, complexity, suitability to task, available when 
required, etc.) they face. US research suggests that cooperation and communication among buyer centre 
members is actually less with high-value purchases than with lesser valued items. Conversely, high-risk or 
high-technology purchases typically see high levels of cooperation between buying centre members.’ These 


items may also require high levels of agreement between all in the buying centre, given their significance.® 


CATEGORIES OF BUYING 


These risks differ greatly depending on whether the purchase is a routine one or involves some degree of 
newness.” For a straight rebuy, the decision-making process is simple, as in repeated purchases of stationery 
items. For a modified rebuy, there has either been some change in the firm’s requirements or in what the 
market has to offer. Buying an updated version of the Windows operating system, with its extra facilities, 
would be a modified rebuy to a business running Windows XP on its computers. Finally, a completely new 
buy (or ‘new task’ as it is sometimes called) typically involves the most risk. 

Organisational theorists have combined these categories of buying with a more detailed analysis of the 
decision-making cycle into what has been termed the BUYGRID model. This is shown in Table 16.4. The grid 
highlights the fact that the buying process will differ markedly depending on the buyclass involved. For straight 
rebuys, a firm will know exactly what it wants and the real issues are likely to be price and availability. Risk 
is small. Large firms may have standing orders or preferred suppliers who have already negotiated terms and 
conditions. Little or no search or decision making is involved. In contrast, a new buy, particularly for a large 
item, may require extensive search and an elaborate decision-making process. A call for tenders is one way of 
tackling this issue if the buying organisation is unsure of what price and quality it should be seeking. Imagine 
the difficulties a small business will face if it decides to network its computers for the first time. Software, 
hardware and implementation issues need to be faced, while the issue of who would make a reliable supplier 


needs to be addressed. 


OPINION LEADERSHIP 


Opinion leadership is also of great importance to businesses. Many consulting organisations, for example, 
acquire most of their new business through client referral. Cross-cultural research has indicated that word-ot- 


mouth is more important in some countries than others. One study found that SMEs (small and medium 
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Technological environment Political environment Cultural environment 


FIGURE 16.3 | Organisational buyer behaviour model 
|. The environment (environmental determinants of buying behaviour) 
Physical environment Economic environment Legal environment 


l|. The organisation (organisational determinants of buying behaviour) 
The organisational climate Physical Technological Economic Cultural 


die ‘Interactions Sentiments = 


t 


Group processes 
Il. The buying centre (interpersonal determinants of buying behaviour) 


The individual participant 
Motivation Cognitive structure Personality Learnin 


Oo 
decisions 


Source: Frederick E. Webster and Yoram Wind, ‘A general model for understanding organizational buying behaviour’, Journal of Marketing, 36, April 


1972, p. 12. Reprinted with permission of the American Marketing Association. 


enterprises) in the United States were less likely to rely on personal sources than were comparable business 
managers in Japan.'° The authors also discovered that the strength of ties between buyers and suppliers was 
stronger in Japanese firms. 


556) PART 4 The decision-making process 


TABLE 16.4 | BUYGRID model 


New task Modified rebuy Straight rebuy 


. Anticipation or recognition of problem (or need) 

. Determinants of characteristics and quantity of needed item 
. Description of characteristics and quantity of needed item 

. Search for and qualification of potential sources 

. Acquisition and analysis of potential sources 

. Evaluation of proposals and selection of supplier(s) 

. Selection of an order routine 

. Performance feedback and evaluation 


l 
2 
3 
4 
f 
6 
/ 
8 


PERSONAL CHARACTERISTICS OF BUYERS 


Salespeople recognise that many decision makers have ‘hot buttons’ or personal idiosyncrasies that make them 
more likely to decide in the salesperson’s favour. For example, a technology market maven may be suscept- 
ible to every new generation of office technology even though many turn out to be counterproductive. In 
contrast, one of this book’s authors undertook market research into network technology adoption by large 
organisations and showed how managers’ personal preference for ‘leading edge’ versus relatively new (but 
proven) technology made a considerable difference to decision making. Take Microsoft's Windows XP. Some 
firms adopted it soon after its release in 2001, others waited until the inevitable upgrades appeared and some 
(at the time you read this) may still be waiting. In small or SOHO businesses (see below), the personal influ- 
ence of owner-managers may become paramount. Within organisations, some decision makers are adept at 
gaining budgets or resources not available to other individuals whose work areas have similar needs. 

We should not overemphasise personal influence here. As noted, firmagraphics strongly influence the 


nature of business buying and thus constrain choice. 


» Organisations with specialist buyers 


Large organisations organise themselves quite differently from their smaller cousins, due to their extensive 


nature and specialised roles. In what follows, we examine the key buying roles in these organisations, the 
different types of decision making depending on the nature of the goods or services bought and, finally, how 
the changing nature of large organisations is likely to affect decision making. 


HIERARCHIES OF DECISION MAKING 


Depending on the nature of the purchase, decision making may be simple or complex. For example, all employ- 
ees may be empowered to make petty cash purchases. Similarly, each time an employee makes a phone call, 
they are actually purchasing services from the phone company. The complexity and significance of the buying 
decision varies greatly with the nature of the purchase. For many organisations, computers are commodity 
items. While organisations like Telstra may have preferred suppliers, the actual brand purchased is of only 
limited interest. However, it is highly important that the computers are compatible with each other. In a highly 
networked age, a standard operating environment is required so the computers can work together. Back-up 


service, in contrast, may be extremely important. Computers are large enough items to be sold by sales staff. 
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In addition, with hundreds of thousands sold in Australia each year, they can be marketed through the mass 
media to business and home markets. 

Stationery items, such as photocopy paper, will essentially be commodities unless the organisation has 
special requirements (such as stationery featuring the corporate livery). Assured timely delivery, easy ordering 
and payment systems and, of course, price will all be important. Large stationery suppliers have contracts 
with major organisations. While a contract to supply stationery may be the result of selling efforts by sales staff, 
the individual purchase decisions are likely to come from many places in an organisation. 

In deciding on a consultant, such as a market research supplier, the organisation will probably rely on the 
reputation of the organisation, though initial sales calls may be required. Essentially market research is aimed 
at improving the decision-making of the buying organisation and it is generally important that the researcher 
understand the product and service strategies of the buyer. A good working relationship is required. 

Of course, there will be variations in decision making within these categories. A company needing to buy 
a super-computer for its movie animations will take a very different approach from a company that needs 10 
new computers in its accounts section. Similarly, a company buying two questions on an omnibus survey will 


be making a simpler decision than a company buying a service quality study extending over several years. 


FORMALISED VERSUS LESS FORMALISED BUYING 


There are times when organisations are required to have formal processes for buying products. For example, a 
large firm may let a contract or issue a Request for Tender (RFT) to provide basic services such as telecom- 
munications. This is particularly the case for government departments and agencies that have an obligation to 
be fair in their dealings with suppliers. Some government bodies, such as local government in Victoria, are 
required to tender out at least half of their activities, such as garbage collection, under a system known as 
Compulsory Competitive Tendering (CCT). RFTs (or briefs in consultancy areas like market research) normally 
make explicit what is required and how it is to be delivered. It is a mechanism for establishing a true price in 
the marketplace for large rebuys (such as a contract to supply stationery for a year) or new tasks (such as a new 
head office building). A variation on this approach is to devise a list of preferred suppliers from whom products 
will be sought. For example, a university may establish two travel agencies as their preferred suppliers. All 
travel will be channelled through these agencies, but there will be a degree of competition between them. 

In response to an RFT or brief, a supplier will produce a tender or proposal which details exactly how 
they will supply the sought-after product, on what terms and at what price. Some tenders require so much work 
that the buying organisation may even provide funding for their preparation (e.g. the building of a complex 
transport system or shopping centre). Often, it is just an expense of doing business. In preparation for the 
tender, there is usually the opportunity for a briefing or ongoing dialogue with the buying organisation while 
exact requirements and possible variations are discussed. There will be a period of evaluation, possibly further 
discussion as suppliers are asked for more information, then a choice of supplier will be made. A memoran- 
dum of understanding will then be signed, followed by a formal contract. 

In contrast, many business purchases are made on a less formal basis, particularly for rebuys or in areas 
where there is a strong personal relationship. It also applies to small businesses which are less likely to have 
completely formalised systems. 

Businesses are also seeking to manage their suppliers, in the sense of cutting the numbers they have to deal 


with. Each supplier carries a cost in staff time, facilities and accountancy. 


CHANGES IN LARGER ORGANISATIONS THAT AFFECT DECISION MAKING 


Traditional organisational buying paradigms presume that organisations are, by nature, highly structured 


and regulated, with clearly defined roles and responsibilities of organisational members. This static model 
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of organisations limits a true view of the dynamic and rapidly changing set of conditions influencing 
Organisations. It is important to review changing organisational arrangements. Organisations have 
traditionally been structured on functional lines with groups such as employee relations, marketing, finance 
and administration, operations and engineering. Under these structures the buying process will be clearly 
defined. If the functional structure has a line of delegation, decisions are able to be made further down the 
organisational hierarchy. 

Recently, a number of changes have been observed in larger organisations, especially those that are global 
or highly sophisticated in their operations. Manufacturing organisations were the first to undergo radical 
changes. Service industries have joined them with organisations such as Telstra and most banks embarking 
on drastic changes. Some of the major trends are discussed below, together with their implications for organ- 


isational decision making. 


Internationalisation of business buying 

Many Australian businesses have experienced the complexity of negotiating with Asia-Pacific government and 
business leaders when endeavouring to win lucrative contracts. Frustration exhibited by Australian businesses 
has emanated from a lack of appreciation of the culture, specific rituals, business practices and government 
regulations used in target markets. Many governments in the region have longer time lines than businesses 
requiring more immediate returns; while many buying firms first seek to establish a good relationship between 
key individuals betore they will commit to buying. In many countries in the region, relationships are built up 
on the basis of trust. Western insistence on formalised, legal contracts may lead to feelings of distrust. Doing 
business on a cross-cultural level involves a high degree of deal-making and negotiation with decision makers. 
Often this is based on one-to-one relationships and may involve multiple role players in each firm. Partici- 
pation in cultural rituals and activities to show honour and respect may be an essential part of forming a 
relationship between buyer and supplier and a prerequisite to purchase. 

Global corporations tend to seek global suppliers. For example, a company such as General Motors may 
seek to have a common set of one or more advertising agencies, accountancy firms or market research consul- 
tancies which it uses around the world. In many cases, the buying decision will be made outside the Australasian 
region in the head office of the corporation. Countries in the region such as Thailand, Singapore and Australia 
have negotatiated ‘free trade’ agreements with the United States, which may change the way businesses buy 
(and sell). Even service firms can seek supplies such as information technology and call centres which are of 


sufficient quality, but much lower cost, from countries outside Australia. 


Constant organisational change 

Most large organisations have caught the modern mania for constant reorganisation. As a result, the usual 
relationships that key decision makers, specialist buyers, financial controllers and influencers have with other 
parts of their organisation are constantly being disrupted. Until these links are re-formed, decision making is 
difficult and selling into the organisation problematic. Research has shown that informal influencers within 
organisations often act to reduce the risks of poor decision making by buyers.!! Figure 16.4 shows an ad 


dealing with the risks businesses face in making informed technology purchases. 


Downsizing/rightsizing/outsourcing 

Organisations that reduce their staff clearly need to buy less to meet their own needs. In addition, they are likely 
to cut down on or remove support services areas, such as a specific buying department, leading to a prolifer- 
ation of part-time buyers within organisations. It may be harder for marketers to sell into this environment 
as it becomes harder to identify the buyers. On the other hand, buyers may be less sophisticated at negotiating 


deals, passing some power back to the seller. Banks have been closing branches, saving costs by introducing 
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call centres to handle customer enquiries and central- 


FIGURE 16.4 | Reducing the risk of business 


we ising their administration. Buying is easier to coordi- 
decision making 


nate and less costly to administer in such an 
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Many firms are now buying in services which they 
would previously have organised for themselves. The 


practice is known as outsourcing. As an example, it 


Ou r security was common for organisations such as advertising 
softwa re agencies and banks to run their own market research 


organisation. Now they employ market research 


also protects contractors to conduct research on their behalf. 

butt Support functions such as share registries, payroll, 
your f cleaning, personnel management and so on can 
be outsourced, leaving the company to focus on its 
core activities. Of course, this has opened up many 
opportunities for specialist consultants to provide 
marketing and other services, especially information 
technology.’ Outsourcing has its difficulties for 
aa decision makers, who may no longer have the techni- 
cal expertise within their company to make the right 


Paes SurfContral choices. In addition, control over suppliers is more 
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difficult. At the same time, many companies feel that 
Source: Courtesy of SurfControl. outsourcing has significantly reduced their costs and 
improved quality. In government buying, Compulsory 
Competitive Tendering (CCT) requires a certain pro- 
portion of services it provides to be outsourced. In doing so, CCT eschews building up a relationship with sup- 


pliers. It insists that contracts be awarded for a defined period on the basis of competition between suppliers. 


Communications 

The globalisation of communication systems, both within and between firms, has allowed new forms of organ- 
isations to be created (see below). Integrated customer information systems and data exchanges (such as EDI) 
used to manage the supply chain have given firms the ability to make rapid changes to their structures in 
response to market forces and opportunities.'? As noted, communication has also facilitated the centralisation 
of customer service functions, built around good information systems. E-commerce has the potential to alter 
the relationships between buyers and suppliers, opening up global market opportunities to nimble suppliers. 
However, our examination of firmagraphics and values should remind marketers that basic business funda- 
mentals remain. Similarly, interpersonal human communication still follows the basic patterns of pre-industrial 


society and this is often reflected in the personal relationships between buyers and suppliers (see below). 


Resource and customer management systems 

Larger firms are likely to implement resource management systems, such as SAP, which serve to document and 
control procedures within the firm. This normally covers the buying process and typically includes a list of 
suppliers from which orders can be made. Such systems enable a rationalisation of the supplier list, as 
well as exerting control over the buying process by limiting who can approve purchases and to what level, 
which suppliers can be used and which goods and services can be bought from them. Customer Relationship 
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Management (CRM) systems'* attempt to manage sales and other contacts with customers, while trying to inte- 


grate the internal supply chain to deliver value to customers, especially those of high value to the firm. 


» Organisations without specialist buyers 


Many organisations are simply too small to have specialist buyers; buying is just one of the many tasks of 


owners or managers. These senior managers often fulfil several of the buying roles (especially gatekeeper, 
approver and purchaser). For reasons of cash flow, many small businesses are reluctant to spend on larger 
capital items unless the need is amply demonstrated. The same issue applies to employing more staff; in a 
very small business, adding even one additional staff member may place a considerable burden on the over- 
heads of the business. Equipment that is multifunctional or very capable may be highly relevant to smaller busi- 
nesses that find sophisticated equipment a better solution than hiring more staff. On the other hand, small 
businesses have to think carefully before they outsource functions, basically on the grounds of cost. Account- 
ancy is one clear exception, especially in the Goods and Services Tax (GST) era. 

Unless it is for larger capital items, small businesses are much less likely to receive personal sales visits. 
While, collectively, small business may buy massive amounts of items like office supplies, individually it is often 
not worth the cost of a sales visit. Hence mass marketing techniques such as media advertising and catalogues 
are often used, along with direct marketing through mail and particularly the Internet. Some organisations 
target small business, with Officeworks being a clear example. Many small businesses are based on Small 
Office Home Office (SOHO) principles with individual practitioners or small groups of family members oper- 
ating the business. The move by large organisations to reduce staff members and to outsource many of the 
services they require has led to an increase in the number of people offering their own individual consultancy 
services. Business buying is likely to be less formalised in these smaller businesses, though in Australia the 
introduction of the GST had led to more formalised systems of buying and selling so that buyers can document 


tax credits. 


» Buyer relationships with supplier organisations 


Buying organisations are usually part of a long supply chain going from initial producer to end-user. For example, 


if a consumer buys a kilo of butter, this is a result of a farmer buying supplies (such as land, water, equipment, 
stock and transport) and producing milk, a cooperative (such as Bonlac) or investor-owned firm (like Kraft) 
acquiring the milk, processing it into butter, selling it to supermarkets or the restaurant trade that then on-sell 
it to consumers. So even a simple commodity like butter (churned milk fat, plus salt) involves a complex supply 
chain. Buying (and hence selling) comes at the interface between the different parts of the chain. In what follows, 
we examine some fundamental models of how such supply chains may be organised and then look briefly at 


recent research in marketing logistics and relationship marketing that deals with these interfaces. 


MODELS OF MARKETING ORGANISATIONS 


In the last two decades organisational theorists (largely in Europe and later in the United States and else- 
where) have identified network architectures as the best way of representing intra- and inter-business 


relationships. Achrol and Kotler define these organisational forms as follows: 


A network organization is an interdependent coalition of task- or skill-specialized economic entities (indepen- 
dent firms or autonomous organizational units) that operates without hierarchical control but is embedded, by 
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dense lateral connections, mutuality, and reciprocity, in a shared value system that defines ‘membership’ roles and 


responsibilities.'° 
Four emerging forms of network organisation have been described: 


1. Internal networks—these are businesses divided into semi-autonomous units. They can buy from internal 
suppliers or from outside the firm. For example, a car company may source some parts from its own divi- 
sions and some from rival suppliers. 

2. Vertical synergy networks—a network integrator—(such as Nike) may control the supply chain from raw 
material to delivery to retailers, by co-ordinating the activities of external suppliers. 

3. Intermarket synergy networks—disparate business units within a firm may co-operate to produce new business 
opportunities (e.g. an IT department and the human relations department may combine to market staff 
management software to firms outside their industry). Similarly, conglomerates of strategic business units in 
multiple firms may cooperate to produce new business opportunities. In Japan with its keiretsu!® or Korea 
with its chaebol, an enterprise group of firms, involving a cross-section of industry, are organised around 
financial institutions and a general trading company. From a buying perspective, they may share resources 
and decision-making, based on strong social ties and interlocking firms who tend to buy from one another. 

4. Customer opportunity networks—Here firms band together around customer groups or categories of need. 
For example, a train and bus company in a single market may cooperate by buying their ticketing system 
from a common supplier, in order to coordinate their offerings. Such networks may spread over time. For 
example, one early use of email was for university academics to communicate with one another. Others 
who wished to communicate with academics joined the system and eventually started to communicate 


among themselves. 


Anyone with a sense of history would recognise that these forms of network organisation are not ‘new’ in any 
fundamental sense. What has changed is the explicit identification of these ways of operating and deliberate 
strategies to implement them in order for the firm to remain competitive, flexible, high-quality and cost- 
effective. The buying function is inevitably caught up in these ways of organising business and, as we see 
below, this is likely to have a profound effect on buyer—supplier relationships. 


RELATIONSHIP MARKETING 


As we can now see, traditional buyer-seller relationships have in the past been too narrowly conceptualised 
by business theorists. They tended to look only at the specific dyadic interactions between the buying and 
selling areas of the two organisations.'’ What is more, these early theorists depicted the relationship as being 
a zero sum game where what a supplier lost on price was an immediate gain to the buyer, and the two parties 
were seen as being in competition with one another. We still see these types of relationships where the power 
imbalance between buyer and supplier gives one side a commercial advantage. It is said that some super- 
market chains, for example, have this type of power over suppliers. There are many more products than can 
fit on the shelves and the supplier has limited options for other outlets. Thus deals on paying for shelf space 
and advertising are reportedly common. (This is not to say that supermarket chains have it all their own way 
as most operate on very small retail margins in a competitive environment.) Swedish relationship marketing 
theorist Evert Gummesson’® has argued that there are 30 basic relationships that govern marketing activity. 
These could be broadly categorised into competitive, cooperative and regulatory relationships. While buyers 
and suppliers may compete to get the most value for themselves out of a deal, they may also identify ways in 
which it makes sense to cooperate (such as the exchange of information). Similarly, their relationships are 


governed by regulation in the market (principally, in Australia, by the Trade Practices Act—see Chapter 17). 
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The study of relationship marketing has forced business theorists to realise what the practitioners have 
long known, that win—lose approaches are not the only (and often not the best) way to structure their dealings 
between buyer-seller dyads. For example, a car manufacturer may give preferred status to some component 
suppliers and be prepared to work with them to improve their quality and just-in-time delivery capabilities, 
improving their efficiency and profit.'° Both parties may be better off under these new arrangements. For the 
buyer this may offer improved quality, greater reliability and cheaper prices, even if it gives the component 
supplier the improved ability to supply other car companies. For the supplier, these arrangements offer higher 
profit margins, more predictable demand, development potential and other business opportunities, even if 
they are now locked into a particular buyer. Similarly, exchange of information (e.g. more advanced notice of 
when components are needed) can help minimise inventories and help all parties to save costs; the benefits 
can also be shared. We should not pretend that this is altruistic behaviour; rather, it comes from a recogni- 
tion that both parties are better off cooperating in some areas. They may still have disputes about price, time- 
liness of delivery and so on. However, the greater the commitment of each firm to the other, the more likely 
are the firms to trust one another as wanting to produce mutual benefit.° 

Many Japanese firms belong to keiretsu, a coalition of firms that do business with each other on the basis 
of historical, organisational and personal ties between the managements of the companies. Despite the linkages 
between firms often being informal, such virtual organisations could use their complementary strengths to 
compete with firms that had fewer resources, provide more barriers to their market entry and give them better 
access to significant business buyers. Despite these long-term relationship models, some research has revealed 
that long-term consultancy relationships, such as that between an advertiser and its agency, are likely to lead 
to a feeling of stagnation and a desire to change suppliers,*' almost irrespective of the quality of what has 
been supplied. 

These relationship-marketing perspectives also remind us that the interaction between firms occurs on 
several levels. One approach to this issue examines the resource, activity and actor relationships between 
parties.*” Table 16.5 shows examples of each type in a situation where Telstra is supplying telecommunica- 
tions services to a bank. Because of the extensiveness of the communications operation within the bank (e.g. 
call centres, data networks, ATMs, EFTPOS outlets, Internet-banking and promotion, internal phone networks 


etc.), interaction is likely to occur at all three levels. 


TABLE 16.5 | Resource, activity and actor relationships 


Supplier—buyer relationship type Example 


Resource (e.g. goods, payments) Ordering and supply of equipment. payments 


Activity (e.g. exchange of Telstra and the banks will have to coordinate their activities 
information, scheduling) (e.g. maintenance of the AIM network at times when consumers are unlikely to want 
to use them). 


Actor (individuals and roles) Certainly the contract may be organised through buying and selling staff, but the two 
organisations will also have contact at a senior management level and operations 
level (e.g. call centre manager, communications manager). Some selling 
organisations will set up a specialised Helpdesk just for this particular buyer and will 
most likely have specialist staff working on the ordering, sales, installation, 
maintenance and billing aspects of the account. It may even be the case that the 
selling organisation will have some of Its technical staff working permanently in the 
organisation. 
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An emerging concept here is one of embeddedness,** where the boundaries between organisations become 
permeable. The more embedded the two organisations, the greater the degree of cooperation. In this case, 
information is likely to be shared, some employees will work in each other’s organisation, there will be co- 
operation in managing the supply chain and both parties may belong to outside organisations such as industry 
associations. We may also see competitors cooperating on issues to do with prices paid to suppliers or market 
prices charged. It is appreciated that collusive practices are illegal in most countries, but non-collusive co- 
ordination mechanisms are possible. For example, it has been argued that when Optus entered the Australian 
market neither it nor Telecom (as it was then called) had a strong interest in price competition. In a strongly 
growing market, Telecom could live with a competitor with slightly cheaper prices so long as its market share 
was not too severely eroded. Nor did a capital-intensive start-up company like Optus want a price war. In this 
case, the collaborative arrangements affected the buyers of both organisations’ services. It took the entry of 
further competitors, after industry deregulation in 1998, to end this ‘cosy duopoly’. In no sense were the 
arrangements collusive (see Chapter 17), rather both firms recognised that a price war was not in their own 
interest. 

Collaborative arrangements are not a universal panacea for building strong businesses. Linkages need to 
be flexible, multi-level and under constant review in an era of frequent change and knowledge-based growth 
industries.** Researchers have used the concept of a self-organising, quasi-organic business network? that 
learns to grow, die or adapt within a broad framework. It is unwise to attempt to micro-manage such an organ- 
isation; rather, it makes sense to empower management at each level to seek novel and flexible solutions to 
their evolving needs. 

In the midst of this maelstrom of change sits the business buyer seeking simultaneously to strengthen, 
weaken and change relationships with suppliers. 


CASE STUDY 16.1 


Routinising Novelty—Australia’s Toy Buyers 
David Bednall and Kenneth Chan, Deakin University 


When we think of toy buyers, we have the impression of legions of excited children fronting a toy store to buy 
their new X-box game or Care Bear or else earnest relatives scouring the shelves for the right Christmas present. 
Of all the millions of toy buyers, there is a small group who are particularly influential. They are the profes- 
sional toy buyers in the retailing sector who buy on behalf of their organisations, such as Kmart, or on behalf 
of a franchisees’ buying group such as Toyworld. While the actual number varies over time, the group typi- 
cally comprises 10-20 people, in terms of all the major toy retail groups. Some buyers (e.g. in the Coles-Myer 
group) buy for several retail brands. A few small toy and hobby outlets may buy independently, but the bulk 
of buying is done by the major chains. In general, toy outlets need to buy in a group fashion to remain price 
and range competitive. Major suppliers such as Mattel and Hasbro account for most of the $1 billion plus 
Australian market. 

Business is never easy in toy retailing*® and the emergence of e-commerce retailers*” has added complica- 
tions to the role of the toy buyer. An additional level of complexity in the toy business comes from fads. Some 
of these are induced by movie tie-ins, such as the Harry Potter films, with a range of associated merchandise. 
Some arise independently of media promotions. Examples include yoyos (periodically promoted by Coca- 
Cola) and fads like Pokemon tamagotchi toys. (Tamagotchis were electronic pets that had to be frequently 
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attended to or they ‘died’. They were popular in the late 1990s.) If the buyer misses the fad, sales will be lost. 
If the buyer overestimates demand, stock may have to be discounted and valuable retail space will be wasted. 
Fortunately, toys have a relatively high markup compared with other retail categories. A 30% markup is not 
uncommon, though this varies greatly between products. 

A further complication for the buyer is the rapidly changing customer base. Toys are typically targeted at 
children up to the age of 12, whose cognitive skills and interests are developing throughout this period. As 
they grow up beyond 12, they mostly leave the market. Brand loyalty will then often lie dormant until they 
start buying for their own children. 

To investigate the buying process among a select group of buyers, a qualitative study was conducted among 
seven retail toy buyers (representing most of the major retail chains in Australia).*? The primary aim of the 
study was to evaluate a traditional retail buying model developed by Lyon.’ He postulated a purchase cycle 
involving nine steps: information gathering, recognition of constraints, predetermination of requirements, viewing 
supplier ranges, analysis/comparison of ranges, order placement, evaluation of merchandise purchased, reorder and 
replacement, and re-evaluation of merchandise purchased. 

Information gathering was routine. In part, this was done systematically by visiting major toy fairs in 
Hanover, Hong Kong, New York, Sydney and elsewhere. Here various manufacturers display and demonstrate 
their latest wares. In addition, major toy manufacturers like Mattel in the United States invite major toy buyers 
to attend a showing of their new season's range. Some stores also have buying agents overseas to purchase on 
the stores’ behalf. They were ‘constantly looking for new products . . . the toy industry thrives on change’. As 
one buyer commented, ‘We don’t miss out on anything.’ Buyers searched continually for new ranges that would 
differentiate them from rival outlets. 

At the same time, buyers were also subject to many sales approaches from local agents for overseas manu- 
facturers (little toy manufacturing takes place in Australia). However, independent suppliers representing a 
single line or an unfamiliar producer (there is a booming toy production industry in China and elsewhere in 
the East Asian region) have a hard time getting an audience with major buyers. In contrast, major suppliers 
like Hasbro and Mattel, who cover a range of familiar toy brands (e.g. Mattel, Fisher-Price, Tonka, Disney) were 
in constant contact with buyers. One factor that limited search and therefore choice was the manufacturer's 
use of advertising. If a manufacturer planned to advertise a product on television, this virtually guaranteed that 
retailers would carry the advertised line, even if they had to carry it at a loss. In this case, retailers hope that 
advertising toys will build store traffic, allowing them to sell further products while the buyers are in-store. 

Recognition of constraints was mostly concerned with internal factors like warehouse and shelf space, advert- 
ising budgets and profit targets. The retailer also needed to take into account the major seasonal factors. The 
biggest purchase occasion is Christmas with sales efforts (catalogues and other promotions) gathering strength 
as the festival nears. Buyers also have to ensure that the toys they sell meet all safety requirements. One buying 
group arranged for a testing laboratory in Hong Kong to test the quality of what was bought. 

Predetermination of requirements took place, but toy buyers did not have to reinvent this from scratch each 
year. First, they have a regular sales and buying cycle involving the seasons and Christmas. Buyers who have 
been in the industry for some time also have a detailed working memory to rely on. They know what products 
have worked in the past and what price points are likely to be acceptable both to their retail outlets and to 
their customers. The Australian buyer often has the advantage of knowing what has worked in overseas markets 
in the previous season (‘what’s hot, what’s dying’) and therefore what is likely to succeed. For these buyers, 
product innovation is routine and they have learned strategies to deal with it. They admit that they cannot 
always predict demand accurately, but in general they get it about right. 


CHAPTER 16 Organisational buying > 565 


Many items are also likely to reappear on the shelves year after year. Teddy bears and dolls are always avail- 
able, along with toy trucks and cars. Although Mattel’s Barbie dolls are brought out in new models each year, 
major retailers are likely to carry several lines of this enduring product at all times. Thomas the Tank Engine 
has been around since the 1950s, while long-running shows like Sesame Street and Play School ensure that a 
range of toys are staple items. Boys’ and girls’ markets are generally quite distinct. Retail store buyers know 
from experience what ranges of products and price points work best in their stores, although this may vary 
from area to area depending on the geodemographics of each store’s catchment area. 

Viewing supplier ranges was not actually found to be the next step in the cycle, but was a continuous pre- 
occupation with buyers. One area where the buyers needed to be alert was around ‘knock-offs’. These are toys 
that emulate most of the features of the branded faddish products but which can be sold at lower price points, 
thus generating higher profit margins. The smaller chains in Australia may also have limitations imposed on 
them by suppliers who are used to delivering products to US and European markets by the container load. The 
smaller quantities required by Australian retailers are often provided last, almost as remaindered stock. Analysis 
and comparison of ranges is a continuing task for retail buyers, though the smaller chains tend to pay greater 
heed to larger retailers like Kmart, rather than the other way round. 

Order placement usually comes at defined times in the business year. Buying tends to be conducted in antici- 
pation of two half-year sales periods (e.g. August—January and February—July) and within the planning period 
the retailer will be ‘open-to-buy’ products up to agreed budget levels. Because of the concentration of sup- 
pliers in the market, strong network relationships usually exist between buyers and suppliers. Occasionally, 
a buyer will need more stock urgently and in this case network contacts are useful. 

Evaluation of merchandise purchased occurs from the moment the product goes on sale. In some stores, 
daily sales figures are available if required; in some buying groups there was a greater reliance on informal 
feedback, not actual sales data. One buyer described the life cycle of faddish toy products (such as action 


figures) as follows: 


in the first sale period, demand outstrips supply, 
in the next period the two are in balance, 
followed by oversupply, 


stock clearances and 


items deleted from store shelves. 


In addition to actual sales, buyers evaluate the overall performance of the supplier in terms of sales support, 
reliability, range, quality and pricing. 

Reorder and replacement can be difficult for faddish toy items in unexpectedly high demand. (Occasionally, 
toy items are so popular that parents have been known to resort to desperate measures to get a wanted item 
for their children. Voltron and Cabbage Patch dolls were examples.) Buyers make extensive use of their network 
of contacts in the toy companies in an attempt to get hold of high-demand stock. Retailers’ buyers conduct a 
re-evaluation of merchandise purchased constantly. However, of greater concern is the overall service and rela- 
tionship performance of the toy suppliers. 

In general, Lyon’s approach described the major parts of the retail toy-buying cycle, but did not take into 
account the constant searching for new, differentiated and high-turnover items. Although much of the buying 
could be described as a modified rebuy, new-task buying was extremely common. For the experienced buyers, 
a riew-task buy was not daunting but a routine based on their well-tested theories of what appeals to boys and 
girls and what price points will work. 
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Case Study Questions 


1. In what other areas of organisational buying is new-task buying as routinised as in the toy industry? 


2. Given the small number of buyers and the dominance of large toy suppliers, how would a niche toy manu- 


facturer in Australia go about arranging retail distribution? 


3. How are online toy stores likely to affect the sales of traditional outlets? 


Summary 


Organisations buy more products than consumers, yet their 
role as buyers has been relatively neglected by researchers 
in marketing. The origins of demand in organisations can 
be largely accounted for by firmagraphics; that is, by under- 
standing the industry, company size, transaction size, 
customer location and the structure of a firm we can largely 
predict what purchases they will need to make. In addition, 
business objectives represented by values such as entre- 
preneurship or environmental orientation affect buying 
policies. Stakeholder theory also identifies many players in 
and outside the firm that influence its buying decisions. 
Most businesses in Western economies are small busi- 
nesses and Australia is no exception, with only 33% of 
employees working in organisations with 100 or more 
employees. The downsizing of large corporations and the 
outsourcing of many of their activities has meant that there 
has been a growth in small office home office (SOHO) busi- 
nesses. As these are typically controlled and run by an indi- 
vidual or family group, marketing approaches more akin to 
consumers may be appropriate. However, the limited market- 
ing studies and theories in this area have typically referred 
to larger organisations and ignored the buying role of smaller 
businesses. Firms buy for their own immediate needs, as 
inputs into value-creating activities and as resellers (this 
especially applies to retailers). Some of these purchases have 
a regular cycle (like accounting services), others are ad hoc 
(such as a new computer for an additional staff member). 
Like families, organisations have a variety of buying 
roles or stakeholders in the buying process. They include 
users, information gatekeepers, influencers, specifiers, finan- 
cial controllers, deciders and actual buyers. In smaller busi- 
nesses these roles tend to coalesce. In large firms, these roles 
are spread across the organisation and known collectively as 
the buying centre. The BUYGRID approach to organisational 
buying combines a decision-making process with types of 
buying. Decision-making is seen to follow the steps of need 
anticipation (or recognition); decisions on the amount, type 
and timing or purchase; search for suitable suppliers; eval- 


uation of suppliers; evaluation of proposals from these 
suppliers; selection of supplier; placing an appropriate order; 
then evaluating the purchase. In the model, these steps vary 
considerably depending on whether the purchase is a 
straight rebuy, a modified rebuy or a new task. 

While individuals with their preferences and prejudices 
have an influence on what is bought, the basic firmagraph- 
ics and values of the organisation are likely to be of greater 
significance. Within larger firms, with many stakeholders, 
there are likely to be more formalised buying and approval 
processes. Formalised buying often starts with a brief or an 
RFT, leading to a proposal, further negotiations and the 
signing of contracts. 

In this era, businesses are changing and reforming them- 
selves with great rapidity under the influence of communi- 
cations technology and the globalising economy. As a result, 
selling organisations are likely to see their buyers reorgan- 
ising, using flatter management structures and downsizing, 
making it difficult to maintain relationships with buyers. 
Globalisation is likely to put sellers in contact with buyers 
from other cultures who expect to negotiate differently. On 
the other hand, increased outsourcing and use of Compul- 
sory Competitive Tenders (CCTs) has increased opportu- 
nities for business-to-business suppliers. 

Newer business models emphasise that the buyer— 
supplier relationship is typically not a simple one, but 
involves the firm interacting on a number of levels (activity, 
resource and personal linkages) between several areas of 
each firm. A network approach is increasingly used to char- 
acterise these complex relationships. Organisational theor- 
ists have identified four emerging marketing network 
structures—internal networks, vertical synergistic networks, 
intermarket opportunity networks and networks designed 
to optimise customer opportunity. Each network model has 
its own requirements for buyer—seller relationships. Indeed, 
these relationships are fundamentally what determines 
the structure in the vertical and customer opportunity 
networks. Many of these networks are now global. 
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Embeddedness describes the degree to which the 
boundaries between business units or organisations become 
diffused—meaning that it is difficult to say which resources, 
activities or actors belong to which organisation specifically. 
For example, a selling company may station its staff within 
the buying organisation, if the volume of business is great 


Discussion questions 


enough, or the two firms may cooperate in devising a 
customer information system. The role of the buyer in this 
complex of relationships in a rapidly changing environment 
is a difficult one to maintain, especially when buying may 
not be the only role performed by the buyer in flatter, team- 
based structures apparent in larger organisations. 
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1. Do all new business purchase decisions have an element 
of rebuying or new buying about them? 

2. What categories of small business are similar to 
consumer markets when it comes to promoting and 
selling products to them? 

3. Suppose you are supplier of office equipment to a fast 
changing organisation like Telstra? How do you estab- 
lish activity, resource and actor relationships that will 


thrive as the buyer organisation changes? 


Exercises 


4. Is it more efficient for a company like Nike to be a 
vertical network integrator rather than owning the 
network? Under what conditions would the opposite be 
true? How would this affect the buying process in Nike? 

5. What are the costs and benefits to large organisations 
in abolishing separate buying departments and instead 
dispersing this responsibility across the organisation? 

6. Compare an SME and a large business buying a 
computer network. What internal stakeholders are likely 


to be involved and what types of external suppliers? 


na rere etre 


1. Find examples of advertising that target businesses. On 
the basis of firmagraphics, predict which business 
segments are most likely to buy these products. 

2. Describe the supply chain for a new car, going all the 
way from the primary inputs to end-user. Identify all 
the buyer-—seller dyads involved. 


Key terms 


3. Do the same task for a packaged holiday (such as the 
Milford Track Guided Walk in New Zealand). 

4. Find examples of the four marketing network types 
described by Achrol and Kotler. 

5. Complete the BUYGRID for a large firm acquiring office 
supplies, a new payroll system and an Internet site 


which for the first time sells products online. 


Sa a 


activity relationship (p. 563) 
actor relationship (p. 563) 
briefs (p. 558) 

BUYGRID (p. 555) 

buying centre (p. 554) 
Compulsory Competitive Tendering (CCT) (p. 558) 
disintermediation (p. 554) 
dyads (p. 563) 
embeddedness (p. 564) 
firmagraphics (p. 551) 
keiretsu (p. 563) 
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modified rebuy (p. 555) 

network (p. 564) 

network integrator (p. 562) 

new buy (task) (p. 555) 
outsourcing (p. 560) 

power imbalance (p. 562) 
Request for Tender (RFT) (p. 558) 
self-organising (p. 564) 

straight rebuy (p. 555) 

supply chain (p. 552) 


virtual organisation (p. 563) 
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DECISION-MAKING MODEL 


External influences 


INPUT Firm’s marketing strategies Sociocultural environment 
a Products Communication and reference groups 
b Promotion Family 
c Pricing Social class 
d Channels of distribution Culture and subculture 
e Market segmentation Opinion leadership and diffusion of innovation 
f Public policyand consumer protection = 
Decision making 
PROCESS Need recognition Psychological field 
Consumer needs and motivation 
Personality and self 
Perception 
d Learning and involvement 
e Attitudes 
Organisational field 
Pre-purchase search a Organisational buying 
Evaluation of 
alternatives 
OUTPUT Post-decision behaviour 


Purchase 
a Trial 
b Repeat purchase 


Post-purchase evaluation 


Public policy and consumer protection 


BIG FRIDGES 
PESTICIDES IN TEA 
TYRES 


OVEN CLEANERS 
PORTABLE COTS 


Is ita problem? 


wy ~ — The options 


explained 
Source: Reprinted from the May 2003 edition 
of CHOICE with the permission of the 


Australian Consumers’ Association. 


The development of public policy and its inforcement through appropriate laws directed at protecting 
consumers has become an important issue for marketers, politicians, public policy advocates and consumers. 
Government regulation, industry self-regulation and consumer advocacy are the major forces shaping public 
policy. This chapter initially examines the role of ethics in consumer research and marketing as an important 
basis for acceptable marketing practices by firms. We then examine issues related to public policy and market- 


ing and the application of consumer behaviour research to the development of public policy. 


»> Ethics in marketing 


The primary purpose for studying consumer behaviour is to understand why and how consumers make their 


purchase decisions. These insights enable marketers to design more effective marketing strategies. Yet some 
critics are concerned that an in-depth understanding of consumer behaviour makes it possible for unethical 
marketers to exploit human vulnerabilities in the marketplace. In short, they are concerned that knowledge- 
able insights into consumer behaviour give marketers an unfair advantage that enables them to engage in 
unethical marketing practices. Given such perspectives, key stakeholders have exerted pressure to develop 
and improve public policies as they relate to marketing’s influence on consumers and consumer recourse to 
marketing abuses. 

In reality, unethical practices occur in every marketplace, related to all elements of the marketing mix 
directed at consumers including the design of products, packaging, pricing, advertising and distribution. They 
also occur in the purchase and consumption stages when consumers act unethically (e.g. shoplifting, making 
false claims) in their dealings with marketers. Although most studies of marketing ethics focus on the marketer's 
activities, some researchers are beginning to study consumer ethics. Boxes 17.1 and 17.2 list various types of 


unethical marketing behaviour, together with some consumer examples. 


80X 17.1 Unethical marketing behaviour 


Product Situation 
satety Manufacture of flammable stuffed animals 
Poor quality goods Products that cannot withstand ordinary wear and tear 
Inadequate warranties Warranties with insufficient time or parts coverage 
Environmental pollution Manufacture of non-biodegradable plastic products 
Mislabelled products Flavoured sugar water sold as apple juice for babies 
New development Bribery or corruption of officials to secure agency approval of generic pharmaceuticals 
Manufacturing Unauthorised substitutions in generic drugs after governmental approval 
Brand ‘knock-offs’ Counterfeit branded goods sold as originals 
_ Price Situation 
Excessive markups High prices used by retailers to connote quality 
Price differentiation Yield-management pricing of airline tickets, resulting in day-to-day differential pricing of 
adjacent seats? 
~ Price discrimination Favoured pricing to preferred groups 
_ Promotion Situation 
Exaggerated claims Wilkinson Blades in the United States claimed its Ultra Glide Razor offered ‘the smoothest, 


most comfortable shave known to man’, an assertion challenged by Gillette? 


574> PARTS Consumer behaviour and society 


Tasteless advertising 


Deceptive advertising 
_ Persuasive role 
Telemarketing 

| Distribution 
Fraudulent sales 

_ Bait-and-switch tactics 
Direct marketing 


Packaging 
_ Deceptive quantities 


Adapted from 


Sexual innuendo and gender disparagement (e.g. Miller Brewing Company targeted college 
males with ads on ‘how to scam babes’)° 
Ads for economy accommodation depicting first-class facilities / 
Celebrity spokespersons in beer and liquor ads targeted at youth models for inappropriate 
products : 
Offers of fabulous prizes in return for credit card purchases of touted goods! 


Situation 

Phoney markdowns based on inflated retail list prices 
Luring consumers with ads for low-priced merchandise for the purpose of switching them 
to higher-priced models 
Deceptive, misleading product size and performance claims® 


Situation 
some marketers use ‘packaging-to-price’ tactics that mask a decrease in product quantity 
while maintaining the same price and traditional package size’ | 


a Frank A. Weil ‘$540 on Saturday, $1560 on Monday’, New York Times, 26 March 1989. 

b ‘Close shaves battling blades’, Jime, 5 June 1989, p. 57. 

_ ¢ ‘Miller beer drops ad after protest’, New York Times, 12 March 1989. 

_ d Janice Castro, ‘Reach out and rob someone’, Time, 3 April 1989, pp. 38-39. 

_ @ ‘Self-regulation will suppress direct marketing’, ‘Dark Side’, Marketing News, 24 April 1989, p. B4. 

_ f JohnB. Hinge, ‘Critics call cuts in package size deceptive move’, Wall Street Journal, 5 February 1991, p. Bl 


: BOX 17.2 Unethical consumer practices 


shoplifting 
Switching price tags 


Returning clothing that has been worn 


Abusing products and returning them as damaged goods 


Redeeming coupons without the requisite purchase 


Redeeming coupons that have expired 


Returning clothing bought at full price and demanding a refund for the sales price differential 


Returning products bought at sale and demanding the full-price refund 


stealing belts from store clothing 


Cutting buttons off store merchandise 


Returning partially-used products for full store credit 


Abusing warranty or unconditional guarantee privileges 


Damaging merchandise in a store and then demanding a sales discount 


Copying copyrighted materials (e.g. books, videotapes, computer software) without permission 
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There is no universally accepted definition for the term ‘ethics’ but ethical philosophies can be grouped into 
two different theoretical perspectives: teleological theories and deontological theories. Teleological theory 
deals with the moral worth of behaviour as determined by its consequences. According to teleology, to be 
ethical, a decision should be based on what is best for everyone involved. Utilitarianism, a teleological theory, 
can be summarised by the notion of ‘the greatest good for the greatest number’. According to this theory, it 
would be perfectly ethical for a pharmaceutical company to conceal potentially harmful side effects of a new 
diet drug that may affect just a few people, as long as a large number of people are likely to benefit once the 
product is perfected. To utilitarians, ethics are evaluated on the basis of a kind of cost-benefit analysis: if the 
benefits to society (or to a specific segment of society) exceed the costs—that is, if more people would benefit 
than would be harmed—a behaviour is considered ethical. However, a cost-benefit analysis should explore 
not only the financial but also the human consequences of a business decision, in both the short term and the 
long term. It is especially important that responsible decision makers anticipate all negative consequences 
that may occur and take action to avert such outcomes. 

Deontological theory deals with the methods and intentions involved in a particular behaviour. Deonto- 
logical theories focus on the results of a particular action, and tend to place greater weight on personal and 
social values than on economic values. Kant’s categorical imperative is a deontological theory that suggests that 
individuals should be willing to have their actions become universal laws that would apply equally to them- 
selves as to all others.! The reverse of the ‘golden rule’, which most of us learned in primary school, aptly 
expresses the notion of ethical behaviour in marketing: Do not do unto others what you would not have others 
do unto you (or your loved ones). Clearly, this is a deontological theory, not a utilitarian theory, since it 
depends on the results of your action. Of the two dominant traditions, most moral philosophers today favour 
deontology.* 

Ethics is clearly a process of give and take and for the marketing process to work to the benefit of all 


society, marketers and consumers alike must understand and practise ethical behaviour. 


THE SOCIAL RESPONSIBILITY OF MARKETERS 


The corporate environment and corporate philosophy are crucial determinants of ethical behaviour among 
an organisation’s employees. Many companies have developed codes of ethics that set the tone for decision 
making throughout the organisation. The Shell Group, for example, includes in its ‘Statement of General 
Business Principles’ a statement dealing with customers: ‘Io win and maintain customers by developing and 
providing products and services which offer value in terms of price, quality, safety and environmental impact, 
and which are supported by the requisite technological, environmental and commercial expertise.’ Shell also 
includes general principles related to society, stating that ‘to conduct business as responsible, corporate members 
of society, to observe the laws of the countries in which they operate, to express support for fundamental 
human rights in line with the legitimate role of business’. Other companies have also incorporated specific social 
goals into their mission statements, and programs in support of these goals have become an integral part of 
their strategic planning. 

There are a number of reasons why a company would include social goals in its corporate philosophy. 
A very basic reason is that these goals reflect its founder's (or chairman's or board’s) personal philosophy of 
social responsibility. Ethical practices by employees are very much a product of the corporate environment.’ 
Ernployee surveys suggest that superiors often coerce those who engage in unethical practices into doing so.* 
Conversely, a highly ethical environment—one that espouses a strong moral code—encourages ethical prac- 
tices among its employees.’ Some companies recognise that socially responsible activities improve their image 


among consumers, stockholders, the financial community and other relevant interest groups. Ethical and 
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socially responsible practices are simply good business: they result in a favourable image and, ultimately, in 
increased sales and decreased business costs. 

Many industry associations have also developed codes of ethics because they recognise that self-regulation 
is in every member's best interests, in that it deters government from imposing its own regulations on the 
industry. Many professional associations also provide codes of conduct for their members. For example, the 


Australian Marketing Institute covers key issues in its code of professional conduct, including: 


‘Members shall conduct their professional activities with respect for the public interest.’ 
‘Members shall at all times act with integrity in dealing with clients or employers past and present, with 


their fellow members and with the general public.’ (see <www.ami.org.au>) 


Many companies have incorporated specific goals into their mission statements and include programs in 
support of these goals as integral components of their plans. They believe that ethics and social responsibil- 
ity are important components of organisational effectiveness. They have found that ethical and socially respon- 
sible practices are simply good business, resulting in a favourable image and increased sales. The converse is 
also true, where perceptions of a company’s lack of social responsibility negatively affects consumer purchase 


decisions. 


THE CONSUMER MOVEMENT 


In the United States the consumers’ bill of rights (subsequently expanded to include the rights to recourse and 
redress and to a physical environment that enhances the quality of life) set the stage for a consumer movement 
that started around 1964. Widespread consumer discontent with shoddy merchandise, inadequate warranties, 
arrogant marketers and widespread abuses in the marketplace triggered this bill of rights. The consumer 
movement is a mechanism that tries to correct the imbalance that had developed historically between buyers 
and sellers. 

In Australia, parliaments have enacted various pieces of legislation designed to protect consumers (see 
Box 17.3). Consumer-oriented legislation, as with any other governmental policy, is constantly being reviewed 
and updated to cope with the changing nature of the commercial and social environment and various Federal, 
State and local government Acts cover consumers in Australia. 

Ultimately, consumers express their approval or disapproval of a company’s policies and practices by their 
actions in the marketplace (i.e. buy or not buy). In an effort to systematise approval and disapproval of a 
company’s policies, some consumer groups have urged their members and other consumers to take action 
against specific marketers in the form of consumer boycotts. A boycott can be defined as the concerted (but 
non-mandatory) refusal by a group of consumers to do business with one or more companies for the purpose 
of expressing disapproval of certain policies, and attempting to coerce the target companies to modify those 
policies.® Under appropriate circumstances, consumer boycotts can be very effective. For example, a consumer 
boycott by animal rights advocates has resulted in the gradual elimination by cosmetic companies of product 
testing on animals.’ In Australia, various interest groups exist that express concerns over various products 
and services. An example of a more consistent boycott stance has evolved through Australian consumers’ 
response towards the purchase of French products such as perfumes and wines during French nuclear testing 
in the South Pacific. For a boycott to be successful, the consumer group must accurately assess the commit- 
ment of the target company to the disputed activity, and its own ability to generate sufficient economic pressure 
and significant negative publicity. 

Consumers acting alone can also influence marketers to change certain policies. For example, in 1989, in 


the United States, companies such as Toyota withdrew TV advertisements because of widespread consumer 
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BOX 17.3 Consumer-oriented legislation 


- Statute 


_ Packages Act 1967 (SA) 


Smoking and Tobacco 
_ Products Advertisements 
_ (Prohibition) Act 1989 (Cth) 


: National Food Authority 
— Act 1991 (Cth) 


Consumer Credit Act 1994 
— (Qid) 


- Sale of Goods Act 1895 (WA) 


Privacy Amendment Act 
— 1990 (Cth) 


— The Environment Protection 


(Impact of Proposals) Act 
1974 (Cth) 


_ Trades Standards Act 1979 


Purpose 


Provides for the regulation of the packaging and labelling of consumer goods. Requires manu- — 
facturers to state what the package contains, who made it, and how much it contains. Permits 
industries’ voluntary adoption of uniform packaging standards. 


Bans the advertising of all tobacco products in print. Maximum upper limits of tar, 
nicotine and carbon monoxide required on domestic and imported cigarettes. 


Requires that nutritional information be printed on food packaging, and uniform food 
standards be adhered to nationally. 


A new model or credit code to protect consumers through truth in lending by all credit 
providers. There must be ongoing disclosure of the progress of the account including any 
variation to interest rates and charges. 


Stipulates that goods must be of merchantable quality, must fit the purpose intended and 
match the description. | 


Restricts the use and nature of all credit reporting, apart from some exceptions to the rule. 


The first Commonwealth law addressing matters related to environmental issues and 
covering all aspects of Surroundings and individuals and groups. 


Protects consumers against unreasonable risk of injury, informs consumers about the sate 


(SA) use of products and ensures goods are fit for the purposes for which they are intended. 


complaints about sexual themes and explicit language. In 1994 Toyota ran ads in Australia for the Paseo that 
also created some debate and negative consumer perceptions when they targeted gay consumers. Unlike organ- 
ised consumer movements in the 1970s and early 1980s, which were led by religious and educational groups 
(primarily to protest against violence on TV), these protests appeared to be from viewers acting independently.® 

Advertising aimed at children has always been an area of great sensitivity, especially with parents. Children 
are very impressionable and prone to exploitation. Like the elderly, the young are vulnerable members of the 
community. If advertising is seen to exploit them, it exposes itself to a backlash from the community and 
increased regulation. In recent years there has been a call for more responsible child-oriented advertising, 
following discussions between the television networks and the Australian Broadcasting Authority. The standard 
of some children’s programs has been a hot topic for some time now and there has been a recognisable shift 
by the advertising industry and companies to conform to an acceptable code of ethics in this area. 

Public attitudes towards consumerism are likely to remain strong and, increasingly, consumers are willing 
to be active consumerists (i.e. join consumer groups). Traditionally, consumerism has been seen as the activ- 
ities of government, industry, business, independent organisations and citizens that are designed to protect 


consumers’ rights. Actual participation, however, often depends on the extent to which consumers feel that 
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leaders of the relevant consumer groups are in touch with their needs. Among the strategies available to busi- 


nesses to reduce the impact of consumer activism are: 


i reducing the demand for consumerism by improving product quality, expanding services, lowering prices, 
modifying advertising claims and eliminating the causes of consumer dissatisfaction: 
participating in the consumerism movement by initiating an active consumer education program; 
cooperating with government agencies, non-profit organisations and consumer groups in their consumer 


education programs.’ 


For most businesses, the wisest approach is to create a corporate-wide and industry-wide environment that 
encourages ethical business practices. Many companies have found that industry-wide regulation is in every 
member's best interests; therefore an important function of industry trade associations today is to develop, 
police and, where possible, enforce an industry code of ethics. Since government regulation is often the result 
of public outcry about unethical practices, self-regulation wards off the likelihood of government intervention 
in an industry’s practices. However, public outcry and the development of legislation to protect consumers is 


a major feature of the marketing environment. 


» Public policy and its link to consumer protection 


Public policy (or social policy, as it sometimes called) intersects the field of consumer behaviour when public 


policy makers believe that social intervention in the process or outcome of marketing exchanges (i.e. between 
marketers and consumers) will benefit society. The development of social policies that affect marketing are 
usually the outgrowth of marketplace abuses brought to the attention of policy makers through the media, 
consumer advocacy groups, professional or industry associations or consumers themselves, or public recogni- 


tion. In relation to marketing and public policy, governments use five types of intervention. These include: 


1. Regulation: policy makers can prohibit certain types of marketing practices (e.g. the sale of unsafe products), 
influence the nature of certain practices (e.g. the information provided on food labelling, standard weights 
and measures, a cooling-olff period for door-to-door sales) and outlaw certain practices (e.g. misleading or 
deceptive advertising, privacy protection, selling hard drugs).'° 

2. Consumer education: e.g. the provision of booklets on such topics as the importance of breast-feeding or 
how to select a home-building contractor, and providing information on the dangers of certain consump- 
tion behaviours (e.g. smoking or drinking and driving). 

3. Encouragement of industry self-regulation: e.g. endorsing industry codes in areas such as television adver- 
tising and professional practice."! 

4. Incentives: to encourage desired behaviours such as tax deductions for charitable contributions, and the first 
home-owners’ rebate to encourage home ownership. 


5. Complaints handling: often as part of a self-regulatory system, but also involving government agencies.!* 


Marketing abuses have caused growing concerns among policy makers at every level of government (local, 
state and federal). Indeed, some critics complain that a knowledge of consumer behaviour simply enables 
marketers to exploit vulnerable and naive consumers more skilfully. This may in some cases be an acurate 
assessment. However, such practices are in reality a short-term focus of firms and generally firms engaging in 
such behaviours don’t survive long or get away with it unnoticed. 

Take, for example, the long-standing interest of many consumers in environmentalism.!? Many marketers 


have sought the respect and loyalty of environmentally-aware consumers by reducing waste, recycling and 
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reformulating products and packaging. The use of the dolphin logo on cans of tuna, for example, has focused 
world attention on humane fishing practices and the use of nets from which dolphins can readily escape. 
Other marketers, however, have targeted the same market niche for the same objectives by using misleading 
promotions and deceptive claims.'* 

Situations in which government agencies believe the marketing abuses to be substantial may warrant.a 
ban on advertisements or a ban on the media outlets the advertiser uses. For example, there are bans on 
tobacco advertising on radio and television, at most sporting and cultural events, and in cinema and billboard 
advertising. The development of policies related to cigarette smoking has also seen government regulation 
being extended to health warnings on products such as cigarette packets. 

Public policy and consumer behaviour has also seen a growing interest in nutritious foods and food labelling, 
especially in an era where busy lifestyles induce many consumers to buy take-away and pre-prepared foods. 
A number of food companies have made concerted efforts to address consumer concerns about nutrition and 
health by reducing the caloric content of foods, by eliminating fats and reducing sodium. Others have decep- 
tively applied the terms ‘light’, ‘low cholesterol’ or ‘fat-free’ to their food labels in order to attract the same 
market segment, but without making the appropriate changes in their products.’ Lately, genetically modified 
foods have aroused consumer uncertainty about their safety and prompted governments to start addressing 
consumer concerns. 

Major marketplace abuses include misleading and deceptive advertising, unscrupulous sales practices,'° false 
or misleading labelling, packaging-to-price deceptions, and exploitative advertising aimed at children. Database 
marketing practices have also raised a number of privacy issues. Abuses also include the inappropriate use of 
sex, language and violence in comics, television,’’ films, computer games and on the Internet. Legislators and 
government agencies have been spurred into action by the outcries of parents, teachers, and the consumer in 
general. As a consequence of community concerns, it has become accepted that a number of restrictions in 
the interests of community safety are required. Stricter gun laws and the classification and regulation of media 
content reflect the balancing of personal freedoms with community interests. The R-rating of some magazines, 
the illegality of selling X-rated videos in some Australian states and banning the purchase of certain products 
by minors (such as cigatettes and alcohol) are examples of these regulations. 

In response to government and community pressure, many industry associations develop self-regulatory 
codes (e.g. the Market Research Society of Australia Code of Professional Behaviour) because they recognise 
that it is in their long-term best interests to do so. These codes aim to protect consumers while preserving the 


interests of association members. 


» Consumer legislation and government 


In Australia, the primary legislation that impacts on consumer-related marketing activities is the Trade Prac- 


tices Act 1974, administered by the Australian Competition and Consumer Commission (ACCC) (see 
<www.accc.gov.au>).'® Numerous local and state government laws also exist that cover consumers and 
marketers. Trade policy is also affected by parts of the Australian Constitution, such as section 92 which guar- 
antees free trade between the states. However, despite its small market size, Australia has as much regulatory 
legislation as larger countries like the United States.'? Table 17.1 lists some of the major Commonwealth 
government and State and Territory legislation governing consumer affairs.”° 

The Australian Trade Practices Act has been amended many times since 1974, with major revisions in 1992 


and 1997. The following areas of activity are covered: 
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Anti-competitive practices 
Unconscionable conduct 
Consumer protection 
Product liability 


Product safety and product information 


Industry codes. 


Major Commonwealth, State and Territory Acts involving consumers 


Commonwealth State 


Broadcasting Services Act 1992 Consumer Affairs Act 1973 (ACT) 
Commerce (Trade Descriptions) Act 1905 Consumer Claims Tribunal Act 1987 (NSW) 
Customs Act 1901 Door-to-door Sales Act 1967 (NSW) 
Freedom of Information Act 1982 Fair Trading Act 1987 (NSW) 

Insurance Act 1973 Hire Purchase Act 1960 (NSW) 
National Food Authority Act 1991 Lay-by Sales Act 1943 (NSW) 

National Health Act 1953 Motor Car Traders Act 1974 (NSW) 
Racial Discrimination Act 1975 Weights and Measures Act 1915 (NSW) 
Sex Discrimination Act 1984 Consumer Credit Act 1994 (Qld) 
Therapeutic Goods Act 1989 Consumer Transaction Act 1972 (SA) 
Trade Practices Act 1974 Sale of Goods Act 1895 (WA) 


The trade practices legislation seeks to prevent anti-competitive agreements”! (e.g. cartels in the Queens- 
land concrete industry and in Australian freight services) and to maintain competition (e.g. in 1999 the ACCC 
investigated whether the main tobacco companies in Australia could merge their operations). In 2002 judg- 
ments were made in relation to the Australian airline industry regarding proposed alliances between Qantas 
and Air New Zealand. From a consumer perspective, such action is intended to remove price fixing? and 
maintain the number of choices available. The Act also prohibits anti-competitive behaviour, such as preda- 
tory pricing (where an established company unfairly blocks a new market entrant by artificially lowering prices). 

Unconscionable conduct involves trading where a stronger party deliberately takes unfair advantage of its 


superior position or bargaining power. Conduct deemed unconscionable includes the following: 


high-pressure sales techniques 
harassment 
use of standard form contracts that have no room for negotiation 


taking advantage of people who, due to a lack of skills in English or for some other reason, do not under- 


stand the documents involved. 


The major thrust of the trade practices legislation, from a consumer perspective, comes from its consumer 
protection and product liability concerns.” It also monitors advertising that may be misleading and the sale 
of products that may be dangerous or that fail to follow mandatory Australian standards. It also provides for 
penalties for breaches of the Act. 

Several other Commonwealth bodies also operate to protect consumers. Table 17.2 provides the details of 
some of the main bodies. The various States and Territories also have a variety of departments and agencies 
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TABLE 17.2 | Selected Commonwealth and State bodies with consumer protection functions 


Commonwealth body Function 


Australian Communications Authority Telecommunications practices, service standards and pricing 


Australian Broadcasting Authority2* Complaints, research, oversight of industry codes, regulates 
Australian content on Australian television and children’s content on 
commercial television 


Australian Competition and Consumer Fair trading, consumer safety, consumer education 
Commission (ACCC) 


Consumer Affairs Division (Treasury Department)* Monitors product safety 

Food Standards Australia New Zealand2° Monitors health claims, labelling, sets standards 
Therapeutic Goods Administration?’ Therapeutic drugs and devices, advertising 

Ministerial Council on Consumer Affairs (MCCA)28 Coordinating Council of Commonwealth and State Ministers 


Commonwealth Ombudsman Complaints against Commonwealth government agencies, 
consumer education 


State body Function 


Fair Trading Tribunal (NSW) Consumer claims against providers, especially credit, building, 
leases and motor vehicle providers 


Victorian Civil and Administrative Tribunal?’ Disputes covering many government functions (e.g. freedom of 
information, taxation) and also private companies (e.g. 
discrimination, domestic building, guardianship, tenancies, travel 
agencies, motor traders) 


(fice of Consumer and Business Affairs (SA)*2 Consumer affairs, tenancies, product safety 


Fair Trading (WA)?! Trading, tenancies, auction sales, real estate, motor vehicles, 
product safety 


Office of Consumer Affairs and Fair Trading (Tas)°? Consumer and business affairs 
Office of Consumer Affairs (QId)*° Consumer affairs 


dealing with consumer protection. Like many Australian organisations, the names and structures of these 
agencies change frequently. In part, this has reflected the waxing and waning of the political value given to 
consumer and environmental affairs, depending on which government was in power. Similarly, the Howard 
Coalition government has sought to rationalise the overlap between state and commonwealth agencies, a move 
that led to changes in the late 1990s. Major types of state and territory Acts and agencies can be summarised 


as follows: 


1. Fair Trading or Sales of Goods Acts. Each State and Territory has some form of this Act, which regulates 
particular marketing activities not covered at the Commonwealth level, such as the transfer of property, 
fraud, warranties and the rights of the seller. Many of these Acts originated over 100 years ago and in this 
respect consumer affairs and fair trading are not new public policy issues. 

2. Small Claims Tribunals. These give consumers the right to take action against traders where there is a 
dispute about a product or service, where the value is below a threshold level. 
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3. Other State legislation. Typically, this covers areas such as weights and measures, auctions, trading hours, 
tenant and landlord rights, safety, motor traders, credit and food marketing (particularly dairy foods). 


Local governments also have powers that affect the consumer, covering such matters as retail advertising, 
zoning and health and safety. 

Credit and finance is an area that crosses state (and, for that matter, international) boundaries. The major 
Australian banks have established a Banking Industry Ombudsman to investigate consumer complaints, while 
State consumer credit Acts aim to give consumers detailed and specific information. For example, consumers 
seeking a loan should be provided with information about total repayments and effective interest rates to be 
charged, under the disclosure requirements of such Acts. Other industry groups have set up similar bodies, 
while governments have also established industry regulators and ombudsmen in cases where government- 
owned assets (such as telecommunications, electricity and gas) have been privatised (see Table 17.3). While 
consumer protection was a major issue of governments in the 1980s (particularly those of the non-ALP parties) 
they have recently moved to become more of a balance between consumer rights and business rights. Regu- 
lation and self-regulation imposes costs on business which may lead to higher consumer costs. 


TABLE 17.3. | Industry ombudsmen and regulators and industry self-regulation 


Body Function 


Resolves complaints against banks by consumers and very small 
(15 employees or less) businesses 


Banking and Financial Services Ombudsman*4 


Handles unresolved complaints about telecommunications and Internet 
providers 


Telecommunications Industry Ombudsman*® 


Private Health Insurance Ombudsman*® 


Office of the Regulator-General (Vic) 
Energy Industry Ombudsman (Victoria) 
Advertising Standards Board (ASB) 
Advertising Claims Board (ACB) 


Advertising Standards Bureau?’ 


Market Research Society of Australia®® 
Australian Direct Marketing Association*? 
Internet Industry Association”? 


Standards Australia”! 


Federation of Australian Television 
Stations (FACTS) 


Australian Securities and Investments 
Commission‘*2 


Handles complaints against health funds and private hospitals involving 
health insurance matters 


Enforces electricity industry standards and prices, reviews industry codes 
Complaints about electricity or gas companies 
Receives and evaluates consumer complaints about advertising 


Adjudicates primarily on competitor complaints about advertising 
involving questions of truth, accuracy and the law 


Administers the ASB and ACB, by reference to the Australian Association 
of National Advertisers’ (AANA) Advertiser Code of Ethics and other 
industry codes 


Administers Code of Professional Behaviour, protecting respondent rights 
Administers Code of Practice 


Fair trading practices, elimination of restricted material, payment 
security 


Product standards, electrical safety, clothing sizes and labels, quality 
assurance. Administers about 6000 Australian Standards 


Produces and administers industry code covering program classifications, 
advertising time and advertising placement 


Electronic Funds Transfer Code, covers ATM and EFTPOS transactions 
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CONSUMER AVENUES TO SEEK REDRESS 


The above discussion has highlighted the various regulatory bodies and the respective legislation and policies 
affecting marketers. There are numerous agencies consumers can turn to when injured by an unsafe product 
or feel unsatisfied by the marketers offering. There are specific agencies who decide (for example) when a 
product should be recalled or banned altogether. Usually, the Consumer Affairs Department or Office of Fair 
Trading within the States, or the Commonwealth Division of Consumer Affairs take responsibility for such 
actions. These bodies have the role of investigating individual complaints, reviewing product safety and suggest- 
ing changes to consumer laws (see Table 17.2). 

The types of issues which tend to draw immediate attention and action from these bodies are ‘widespread 
fraud, a string of victims, unconscionable or careless actions by a manufacturer, who is also seen as a standard 
setter, products which will hurt or endanger children, repeated offences, and blatant disregard for safety regu- 
lations’.*? Not everything the consumer considers unsafe can be banned; for example, baby walkers that could 
result in high injury rates to babies when the walker tips down stairs or steps were not banned.** Although 
this type of accident may occur, it is more related to lack of supervision than product design. 

Whilst most bans are appropriate, mistakes do occur. For example, a former New South Wales Minister 
for Consumer Affairs, in good faith, banned a toy gun as being exceedingly dangerous. When it was filled 
with water the gun fired ping-pong balls. The Minister had been told by the department’ tester that the muzzle 
velocity of the gun was extremely high—a message the unfortunate Minister took to the people via television. 
In the meantime, the Defence Department conducted its own tests and concluded the New South Wales tester 
had put a decimal point in the wrong place. The gun was harmless, and the 60-day ban in NSW was quietly 
allowed to die.” Despite this example, there have been many incidents in which products have been banned 
or recalled by consumer affairs bodies. For example, a high-velocity catapult war toy, when tested, proved to 
be able to send a ball-bearing through the side of a steel filing cabinet. The then-Federal Bureau of Consumer 
Affairs banned it immediately. While the ACCC and State bodies have the right to set mandatory product stan- 
dards and to initiate recalls, they mostly rely on manufacturers and distributors to make voluntary recalls of 
products found to be unsafe or unsatisfactory.” 

Manufacturers and marketers need to be aware of the safety and fraud watchdogs and that they exist to 
promote and protect the best interests of the consumer. They should be used as such as an asset, because they 
eliminate unfair practices in their industry. 

Because consumer legislation is so rarely based on empirical consumer research findings, the effectiveness 
of consumer legislation in safeguarding consumer rights has proved to be somewhat uneven. Consumer credit 
laws have been enacted in the States to ensure that consumers are aware of the true rates of interest they are 
charged for buying on credit (see Table 17.2). The law was intended to aid low-income consumers in partic- 
ular, who often rely on credit purchases. However, research in the United States found that only a small percent- 
age of those who had made a credit purchase after the passage of similar laws could report the true interest 
charges they had agreed to pay; moreover, low-income shoppers were among those who were the least aware 
of finance charges.*’ Further research discovered that low-income consumers were more concerned with the 
size and frequency of instalment repayments than with the amount of interest they were charged. These 
outcomes strongly suggested that research into consumer attitudes, habits and purchase behaviour should 
be a necessary precondition to the enactment of consumer legislation, and should be the requisite basis for 
remedying flaws in current laws." 

As we have seen, legislators enact much consumer-oriented legislation designed to deal with dishonest or 
unethical business practices, but this has not necessarily been as a result of research. The new laws have also 


established independent regulatory agencies, whose missions consist of policing a specific industry, enacting 
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rules and regulations designed to prevent or eliminate abuses, and enforcing industry compliance with these 
regulations. Unfortunately, as business leaders have pointed out, the increased costs resulting from regulation 
are often reflected in higher retail prices. Because compliance costs are ultimately borne by the consumer, 
legislators and governments now actively weigh the costs and benefits of enacting and enforcing consumer legis- 
lation.* Such cost/benefit analyses are said to underlie the increasing trend in recent years toward deregula- 
tion and relaxed enforcement of existing statutes. Deregulation of the banking industry in the 1980s and 


telecommunications in the mid-1990s reflected this trend. 


DEREGULATION, CORPORATISATION AND PRIVATISATION 


Australia developed as a nation where the public ownership of basic infrastructure was taken for granted. 
Postal services (Australia Post) and telecommunications (Telstra), tertiary education (Bond or the Australian 
Catholic University), power (Hydro-Electric Commission), water and sewerage, roads (City Link), media 
(ABC, SBS), airlines (Qantas), banks (Commonwealth Bank, State banks), betting (Tabcorp) and railways 
(Connex trains) all originally had public ownership or a mixed model that saw a government operator up 
against one or more private sector companies. Public instrumentalities were assumed to protect the consumer 
in two ways. First, governments were seen to provide services that were either uneconomic or on too large a 
scale for private industry to finance. (Now the opposite is often true.) Second, because the utilities were in 
the public sector, they were assumed to be acting in the public interest. 

Increasingly, governments of all political persuasions, of the left and the right, have come to question these 
assumptions. In addition, the financial lure of selling off assets was important to many governments and, from 
the mid-1980s, competition was introduced (such as Optus) and many instrumentalities were sold off. For 
example, the privatisation of electricity and gas authorities in Victoria occurred during 1995-99 and were 
promoted as offering greater efficiency, more services, lower prices and better customer service. Similar benefits 
have been claimed for the sale of major government corporations such as Qantas, the Commonwealth Bank 
and Telstra. Where public instrumentalities were privatised, governments often appointed regulators to police 
the industry (see Table 17.3). Where governments were unable or politically unwilling to sell assets, corpo- 
ratisation (setting up utilities as government-owned trading corporations) was often employed, such as Pacific 
Power in New South Wales or Australia Post. Even traditional agencies have started to market their services, 
such as the Office for an Ageing Australia (see Figure 17.1) and Centrelink. Many government departments 
or government owned agencies now use notions of consumers, customers and the like to identify and market 
their services to the community. For example, Centrelink have a customer service charter (see <www.centre 
link.gov.au/internet/internet.nsf/about_us/customer_charter.htm>) outlining how they deliver services and 
deal with customers. 

At the same time, governments began to insist that customer charters be established by the newly-privatised 
utilities and their own service departments and agencies. For example, Australia Post’s Service Charter 
contains some general commitments and specific undertakings. Box 17.4 shows key extracts from their Charter. 
Telstra, United Energy, Yarra Valley Water and Federal government departments were among the organisa- 
tions to establish service charters. Telstra, for example, have a charter for both mobile and standard telephone 


services (see Box 17.5, page 588). 
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(FIGURE 17.1 | The Office for an Ageing Australia markets its services 


Quality information on ageing 
for all Australians 


- www.seniors.gov.au 


- The Australian Government Directory 
of Services for Older People 


- The Aged and Community Care 
Information Line - 1800 500 853 


Source: Courtesy of Department of Health and Ageing, Office for an Ageing Australia. 


BOX 17.4 , Australia Post’s service charter 


Australia Post has introduced a customer service charter as an expression of our commitment to improving our service and 
communication. 


Service Charter 2003 

At Australia Post, we are constantly striving to improve our service and forge closer relationships with all our customers. 
This Service Charter is an expression of our commitment to improving our service and communication with you. Our Service _ 

Charter sets out the standards you can expect from us, explains how you can obtain information and how to let us know if 

you have concerns, and offers advice on how you can help us to serve you better. The hallmark of our Service Charter is our 

promise to provide consistently professional and high-quality service. This means that at all times: 


e you will be treated with courtesy and consideration and our staff will be helpful: 

e your questions and needs will be attended to promptly; 

e we will exercise the utmost integrity in providing services; and 

¢ we will not disclose any information about you without your consent, except as permitted by law. 


Qur service commitment applies to everything we do, whether it is our letter service, or other services, provided by our own 
people or through licensees and contractors. 
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Community Service Obligation (CSOs) 
: We are required by law to provide a universal letter service which is accessible to all Australians and, in addition, to provide 
a standard letter service at a uniform price (currently 50 cents) from anywhere to anywhere in the country. This means our 
cost of delivering some letters can be many times higher than the postage charged. The CSO cost occurs when the real cost 
of delivery exceeds the charge for the service. 
The cost of meeting our CSOs, currently estimated to be around $80 million each year, is funded by earnings from the : 
reserved services (letters up to 250 grams) within Australia Post's letters business. 
We do not receive any taxpayer money from the Government to meet the costs of CSOs. 


The purpose of our Service Charter 
The Service Charter sets out the standards you can expect from us, explains how you can obtain information, outlines how you 
can complain if the standards are not met and offers advice on how you can help us to serve you better. 


Mail services 
Australia Post is committed to making posting facilities easily accessible and to meet reasonable levels of local community 


Complaints / 
We believe that the fastest and most effective way to resolve a complaint and achieve customer satisfaction is to deal with 
the issue at the point of initial contact. 


Making the most of Post / 
If we can enhance the service provided to you as a mail recipient, we will contact you personally to discuss our ideas for 
improvement and to seek your cooperation. 


Performance reports / 
Australia Post reports on how well it lives up to its Service Charter in the Annual Report. This is available from the General 
Manager’s office in each state. 
Contact information / 
To request a copy of the Australia Post Customer Service Charter, or to find out more about the Customer Service Charter, use 
the following contact details in each state. 
For full details of all aspects of the charter visit: 


<www.australiapost.com.au/IXP/0,1083,CH2034%25/7EM019,00.html> 
<www.australiapost.com.au/GAC File Metafile/0,,2141 service_charter_dl1,00.pdt> 


Source: This copyright material has been reproduced with the permission of Australia Post. Copyright is owned by the Australian Postal Corporation. All rights 


Within Australia, debates still exist politically about whether remaining state assets should be privatised, 
such as the complete privatisation of Telstra, the sale of electricity authorities in New South Wales and South 
Australia and the sale of water authorities. Arguments for and against deregulation and privatisation are in part 
economic, in part ideological and in part social. In the period after World War II, there was a trend towards 
public enterprise; the direction has now been reversed. Political trends change and nothing is inevitable, given 
debate over what the benefits are of either public or private enterprises and who benefits from their activities. 


Such debates will, in all likelihood, continue. 
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BOX 17.5 Telstra’s customer service charter 


Telstra Mobile Service Commitment 
Telstra is committed to achieving customer service excellence. The aim of Telstra Mobile is to satisfy all your mobile service 
requests whilst you are on the phone to us. If you call us on 125 111, we will offer advice on the best mobile plan to suit — 
your needs, and, with your agreement change your arrangements. We can also connect MessageBank®, Memo and Easy- — 
call® services and process most account changes on the spot. In addition, we offer the following Telstra Mobile Service — 
Commitment. 


Connection of your Telstra Mobile service 
For approved customers, we will activate your new Telstra Mobile service while you are at the point of sale or, if you have 
requested that your existing mobile number be ported to Telstra for your new Telstra Mobile service, once the port is success- 
fully completed. Complete activation of your service through the exchange usually occurs within one hour of application or 
port completion (whichever is applicable). If you are not satisfied that we have adequately met these connection timeframes, 
you may make a claim.” If Telstra determines that the connection timeframes have not been met, a credit of $40 (incl GST) 
will be applied to the account subject to the claim. 


A prompt and efficient Telstra Mobile customer billing service 
If you call us with a billing enquiry on your mobile service, we will try to resolve it on the spot, and if we are not able to do 
sd, we will respond to you within two working days. If we do not respond within two working days, you may make a claim.” 
We will credit your account with $40 (incl GST). 


Prompt resolution of Telstra Mobile network problems 
If you contact us to report a difficulty with your mobile service we will endeavour to give you advice on the spot as to the 
source of the problem. If further network investigation is required and you request feedback on its status, we will respond to 
you within two working days. If we do not respond within two working days, and you make a claim,” we will credit your account 
with $40 (incl GST). 


_ How to make a Telstra Mobile Service Commitment claim / 
_ To make a Telstra Mobile Service Commitment claim call us on 125 111 (or on FREECALL™ # 1800 808 981 if you are a TTY 
user). | 

*|mportant: you must make the claim within one month of the incident for which the claim is being made. 


(see <www.telstra.com.au/csg/mobiserv.htm >) 


Legislated Customer Service Guarantee 
for Standard Telephone Services 


_ Introduction 
Telstra is committed to achieving customer service excellence. To this end, we are committed to upholding the legislated 
_ Telecommunications (Customer Service Guarantee) Standard 2000, as amended (‘the CSG Standard’) issued by the 
Australian Communications Authority. The CSG Standard specifies certain requirements to which carriage service providers 
(including Telstra) must adhere to in relation to the provision and repair of Standard Telephone Services and appointments asso- 
ciated with these activities. 


For full details of the customer service charter for standard telephone services visit: <www.telstra.com.au/csg/teleserv.htm>. 
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» Advertising and public policy 
SE EER ee 
Advertising is one of the major tools that marketers use to influence consumer behaviour. However, govern- 


ments, consumer organisations and the public often believe that there needs to be limits on what can be said 
and to whom. Their concerns have been with deceptive and unsuitable advertising (particularly advertising 
aimed at children) and advertising promoting smoking. In response to these concerns, governments and 
industry associations have developed laws, regulations and industry codes designed to foster fair and appropriate 
advertising. 


DECEPTIVE ADVERTISING 


An unfair ad is one in which the advertiser withholds information that could result in disadvantage or even 
injuries to consumers. A deceptive ad contains explicit or implied claims or omissions that are likely to ‘mislead 
a consumer acting reasonably under the circumstances’.°' Despite these general definitional standards, over 
the years no single definition of deception in advertising has evolved. Consequently, advertisers have had 
difficulty in discerning broad regulatory guidelines when deciding what is to be considered improper or 
deceptive advertising. To remedy this situation, consumer behaviour studies have been conducted to clarify 


the meaning of deceptive advertising. One study distinguished three categories of deception: 


unconscionable lies, in which completely false claims are made intentionally; 
2. claim/fact discrepancies, in which some relevant qualifications of a claim are omitted, resulting in misrep- 
resentation; and 


3. claim/belief discrepancies, in which no deceptive claim is made explicitly, but a deceptive belief is created. 


For example, the ACCC recently charged an Adelaide air conditioner company with making a misleading 
advertising comparision of its product with competitors. Using laboratory test results for an advertising 
campaign, Heatshield Ductair promoted the superiority of its ducting and represented (among other things) 
to distributors, installers, and customers that its premium product had been tested against all of its competi- 
tors’ premium products. The tests were not as comprehensive as they were represented, such as each grade of 
its flexible ducting had the superior performance characteristics of its highest grade product, whereas each grade 
did not. The ads showed savings of $6000 per installation were achieved by using Heatshield Ductair products 
instead of those of all competitors, whereas that level of savings could only be achieved against the products 
of lesser performing competitors. The ads claimed a complete range of flexible ducting was tested, whereas 
some products were not tested. Further, it was claimed the company made an incorrect representation on its 
price list about the insulation properties of its high grade flexible ducting product. The ACCC believed these 
representations were false and misleading in breach of the Trade Practices Act 1974 and the company acknowl- 
edged that in making the representations, it may have contravened sections 52, 53(c) and 55 of the Act. To 
address the issue, the company provided undertakings to cease making the false and misleading representa- 
tions, write to its customers and competitors, explaining what has happened and expressing their commitment 
to future compliance; and implement at its own expense a trade practices compliance program within the 
corporation designed to ensure that it does not contravene the Act in future.°? 

Of the three categories, the one that is probably the most insidious is the last—claim/belief discrepancies. 
Industry watchdog agencies frequently guard against outright lies and inadequately documented claims, but 
the clever manipulation of words to foster a misleading belief is more difficult to police. For example, a choco- 
late bar may be portrayed in advertising as ‘natural’, implying that it meets basic nutritional needs, when in 
fact it may or may not meet these requirements. Similarly, some foods are labelled ‘cholesterol-free’ when such 


products do not contain cholesterol in the first place. 
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Still another example of claim-belief discrepancies can be found in food labelling.’ The phrase ‘no preser- 
vatives, no artificial ingredients’ obscures the fact that colouring agents may be added to enhance the food's 
appearance (e.g. onion soup often contains caramel powder to make it look darker and richer).°* Similarly, the 
words ‘no added sugar in fruit juices obscure the fact that manufacturers can blend in juices that are natu- 
rally sweet. The Perrier Group in the United States was accused of misleading labelling due to its ‘calorie-free’ 
claim (no water contains calories) and deceptive labelling. This claim came about as some Perrier samples 
exceeded US standards for products labelled ‘sodium-free’. The claim that Perrier water was ‘naturally sparkling 
was also banned and the company was required to list water and carbon dioxide as separate ingredients.” 

The recession of the early 1990s forced many businesses to appear to slash their prices and it was common 
to see such signs as ‘half price on all stocks’, ‘50% off all recommended retail prices’ or ‘up to 50% discount 
on selected stock’. The Trade Practices Act 1974 requires that all advertisements about the price be truthful 
and accurate and that price advertisements should clearly indicate the prices at which the goods and services 
can be bought. Since 1989, several Australian retail chains have been fined for adopting misleading pricing 
practices. 

There have been numerous occasions when the ACCC and its predecessor, the Trade Practices Commis- 
sion, have required companies to be more responsible in labelling a product ‘Product of Australia’ or ‘Made 
in Australia’. This issue has been a long-running debate and more recently has focused on removing labels. 
For example, one company was required to remove the labelling (logo) because of its potential to mislead. The 
company, an Australian egg producer, used a tick similar to the National Heart Foundation Smart Foods Tick 
Logo. The ACCC claimed that the Egg Tick Logo may have misled consumers (see <www.accc.gov.au> news 
releases page for ‘Egg Tick Logo Withdrawn 2004’). Similar ACCC warnings have also been applied recently 


to children’s make-up labelling and the need to label such products correctly with all ingredients listed.° 


ADVERTISING STANDARDS AND CODES 


Since the 1960s, there has been a gradual shift in advertising regulation from government agencies to industry 
bodies. The most prominent industry body is the Australian Association of National Advertisers (AANA), a 
voluntary association of national advertisers. Also prominent are the Advertising Federation of Australia 
(AFA)°’ and the media associations such as the Federation of Australian Commercial Television Stations 
(FACTS), the Federation of Australian Radio Broadcasters (FARB), the Australian Magazine Publishers Asso- 
ciation, the Outdoor Advertising Association, the Australian Internet Association (AIA) and the Australian 
Press Council.?® Government regulation continues to exist in various areas such as therapeutic goods and 
food (see below). 

The AANA” funds the Advertising Standards Bureau which administers the Advertising Standards Board 
(ASB) and the Advertising Claims Board (ACB), by reference to the Australian Association of National Adver- 
tisers (AANA) Advertiser Code of Ethics and other industry codes. It is the ASB that receives and adjudicates 
consumer complaints about advertising, particularly in relation to taste, decency, health and safety. In contrast, 
the ACB deals primarily with competitor complaints about advertising involving questions of truth, accuracy 
and the law. Industry associations maintain the Therapeutic Goods Code (medicines, nutritional foods), the 
Alcoholic Beverages Advertising Code and the Weight Management Industry Code (dieting and weight manage- 
ment advertising). 

In television and radio broadcasting, the Australian Broadcasting Authority (ABA)®°! does not set regula- 
tory codes for advertising (unlike its predecessors, such as the Australian Broadcasting Tribunal). Rather, it is 
required to monitor the industry codes to determine whether they are being followed by licensees and whether 


they meet community standards. The ABA has no legal authority in this area unless it determines that the 
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codes have failed. Its main mechanism for judging consumer issues is the complaints process and its own 
consumer research.®* FACTS, FARB™? and the AIA maintain their own Codes of Practice. 

The ABA and the ASB (as well as their predecessors) have often been inundated with complaints by viewers 
offended by various advertisements, including features such as vomit, sex, violence, condoms, decapitations 
and simulated penises. An infamous Cleo advertisement featured a man who was under a sheet with what 
appeared to be an erection. This ad outraged 132 viewers, and led to the ad being banned. Graphic scenes of 
vomiting in the Drug Arm’s anti-alcohol abuse ad came under fire and an anti-AIDS commercial which encour- 
aged the use of condoms also sparked viewers’ anger.°? Many complaints come from women and relate to 
sexism, taste and decency issues.® One television advertisement that raised considerable community ire was 
the 1993 commercial for South Australian Brewing’s Eagle Bitter beer, in which a dog pulls off a woman’s jeans 
while leery males stand around and laugh. There were 50 complaints to the former Advertising Standards 
Council (ASC). Other commercials that have sparked complaints included the Toyota advertisement using a 
pregnant woman to promote its wide-bodied Camry, which was planned as a one-off print campaign.® In 
total, the ad drew more than 100 complaints to the ASC. A Dorf commercial for taps was the subject of 
complaints when it depicted a woman taking revenge on her boyfriend by turning on every tap in the home. 
It used the theme ‘Dorf design whenever water falls’. Unfortunately for the advertiser, it was first shown on 
Sydney television the night before water restrictions for the 1994 drought were about to come into effect. 
The ad was withdrawn. However, there were signs in the late 1990s that consumers were becoming more 
tolerant of what they saw in ads. A commercial for Toyota Hilux trucks used the swear word ‘bugger’ repeat- 
edly in a humorous commercial, apparently with little adverse community reaction.” 

Companies also complain about the advertising of competitors and these complaints are heard by the ACB, 
though ultimately such complaints may end up in the Federal Court of Australia if the ACB does not resolve 
them. Previously the ASC was the industry body dealing with claims. Examples include Subaru complaining about 
Toyota advertising, two companies arguing over hair lice advertising and the Commonwealth, Westpac and 
Metway banks complaining about the New South Wales State Bank. The three banks complained about State Bank 
comparative advertising where their interest rates were allegedly misrepresented.” In the United States, it is 
common for corporations to sue each other on the basis of advertising claims made and disputed. Lawyers have 
begun to take an important enforcement role in monitoring deceptive advertising. Castrol sued Pennzoil over 
its claim that it could outperform ‘any leading motor oil against viscosity breakdown’, Gillette sued Wilkinson 
Sword for claiming its Ultra Glide Blades were superior to Gillette’s Atra Plus blades. Coors Brewing and rival 
Anheuser-Busch sued each other over claims of the origin of the water used in their beers.’' Perhaps as a result 
of all this activity, many US consumers believe that stricter regulation is needed to protect consumers.” 

Australian viewers have, at times, expressed annoyance about the proliferation of ads on television. In 
1987, the then-Australian Broadcasting Tribunal conducted a trial in which the television stations were permit- 
ted to control the number and length of their advertising breaks instead of this being controlled by the regu- 
lator.’? Since that time, consumers have typically faced longer breaks, especially within programs. In 1991, the 
Brisbane Sun’ ‘Ad nauseam’ section featured an article accusing television stations of deliberately delaying the 
starting time of programs to manipulate ratings. For example, Nine’s ‘The Cosby Show’, scheduled for 7.30 p.m. 
on Monday night, started at 7.35 p.m. The benefits of the tactic are simple: the people meters recording figures 
for the following program will record viewers on the tail end of the previous show. The meters then give the 
second program a handsome rating figure, so advertisers will be led to believe that it has higher ratings and 
are willing to pay more for the advertising time than they otherwise would. Nine said ‘The Cosby Show’ 
appeared five minutes into the 7.30 p.m. slot because ‘A Current Affair’, a live program, ran about one and a 


half minutes late. 
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Some types of advertising are particularly contentious, leading to special attention being paid by industry 
bodies and government regulators. Sometimes these groups cooperate, as in the Weight Management Industry 
Code, a code jointly developed by industry, government and consumer organisations. Advertising issues relating 


to children, sexism, alcoholism and green marketing are discussed below. 


ADVERTISING TO THE CHILD CONSUMER 


This is one area where the government has maintained a regulatory system, through the ABAs Children’s 
Program Standards. Ads for so-called ‘junk food’ (i.e. chocolates, lollies, biscuits, soft drinks, sugary cereals, 
potato chips and similar high-fat and high-sugar foods with limited nutritional value) confront children every 
day on television. The nutritional message children receive from TV advertising is often the reverse of a 
balanced diet.” A study conducted by the then-Department of Nutrition and Social Health found that as much 
as 93% of advertisements (with an average of 76%) during the 4-5 p.m. time slot were for food products, with 
the overwhelming majority advertising junk foods. Parents reportedly find it difficult to withstand the pres- 
sures from their children, generated by television advertising, even when they are consciously trying to provide 
a healthy, balanced diet.” 

To what degree do advertisements influence children’s views? McDonald’s, for example, must believe that 
some influence is exerted through advertising, as their 2003 budget allocated around $577 million to market- 
ing, including an estimated $192 million for media advertising (mostly television).’’ Not all this advertising 
was directed to children, and it could be said that few young children are likely to visit McDonald's on their 
own. Their parents would normally have the opportunity to influence both the food purchased and the nutri- 
tional views of their children. However, parents will be familiar with the pressure which their children exert 
as a result of being exposed to advertising. 

Within the education sector, teachers and parents reportedly feel the pressure of subtle conflict and double 
standards; for example, teaching the importance of healthy eating and then sending students out to the local 
fast-food shop for school fund-raising.’® On the other side of the debate is the belief that corporate sponsor- 
ships are worthwhile, because they ultimately provide equipment, uniforms and activities that the schools 
and students would not otherwise have. Some governments have guidelines in place; however, they are open 


to different interpretations. 


SEXISM IN ADVERTISING 


As discussed earlier, sex has been a common ingredient of advertising, though often used ineffectively. The 
gratuitous use of sex and the portrayal of people, especially women, in a demeaning or stereotyped fashion 
have caused concern among community groups.” A dog pulling off a woman’s jeans, a pregnant woman 
promoting the Camry wide-bodied car, a man depicted as storing washing powder in his Westinghouse refrig- 
erator®°—all these images are sexist and unrealistic. Unfortunately, these types of advertisements influence 
the way both men and women perceive the role of women in society. 

It should not, however, be the sole responsibility of government agencies or the ASB to regulate sexism in 
advertising. In 1994, the AFA launched the Positive Portrayal of Women Awards, partly in response to complaints 
received by the then-Advertising Standards Council. The award was geared towards ‘encouraging people in the 
advertising industry to show women as they really are’.®! An example of the type of advertisement nominated 
for the award was the Winfield Cup Rugby League television commercial featuring Tina Turner. The nominat- 
ing committee was impressed by the advertisement because they believed Tina Turner provided ‘a role model 
expressing sexual equality, independence and success’.®* While the awards were discontinued, they signalled that 


the industry was willing to address the issue seriously, without the need for regulation. 
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CIGARETTE AND ALCOHOL ADVERTISING 


By the mid-1990s cigarette advertising was effectively banned from most main media, starting with television 
and radio*? in the early 1980s and gradually extending to magazine, newspaper and outdoor advertising, 
despite the fact that it is perfectly legal to sell cigarettes to adults. In addition, high government sales taxes 
and anti-smoking campaigns have sought to discourage cigarette use. Cigarette manufacturers have responded 
to the bans and taxes in various ways. Sports sponsorships and stronger marketing pushes in less-regulated 
countries such as China have been tried. Despite anti-smoking advertising and a lack of advertising for ciga- 
rettes, rates of smoking in younger Australians continue to be high. 

Many smokers who decide to cut down their tar and nicotine intake by smoking ‘low-tar’ cigarettes may 
think the amount of tar, nicotine and carbon monoxide stated on the label is the amount they are actually going 
to get. In ‘low-tar’ cigarettes, pinprick ventilation holes in the filter mix the tobacco smoke with air to help 
reduce the amount of tar, nicotine and carbon monoxide inhaled. If smokers cover some of the holes with their 
fingers the intake of these substances is likely to increase. As a result, smokers may well get more than the 
label leads them to believe. Blocking the holes, in fact, took the tar intake level of all the low-tar cigarettes tested 
to the equivalent expected from a higher-tar cigarette. Changing smoking habits by increasing the number of 
putts per cigarette can actually double the amount of tar, nicotine and carbon monoxide that would otherwise 
be obtained. Choice complained that labelling was non-representative of smoking tests and recommended that 
they be changed to reflect actual consumer behaviour." 

Alcohol advertising has also caused some grounds for consumer concern, despite recent evidence that 
moderate levels of drinking may have some positive health benefits. In response to concerns about alcohol 
advertising, the Australian Associated Brewers (AAB) and the Distilled Spirits Industry Council of Australia 
(DSIC) took pro-active action in their effort to retain self-regulation rather than face the banning of advertis- 
ing or losing their option of self-regulation. Using research conducted on their behalf by the Roy Morgan 
Research Centre, they found general public support for their codes and few cases where advertisements they 
had cleared were rejected by any members of the public. The two industry bodies claim that the codes have 
forced many advertisers and their agencies to look for a different direction, especially in discarding many of 
the previous stereotypes associated with alcohol advertising.*? The AAB and DSIC have recently joined forces 
with the Wine Makers Federation of Australia and the Liquor Merchants Association to establish an Alcoholic 
Beverages Advertising Code. Complaints are referred to the ASB. 


GREEN ADVERTISING 


Articles and reports on environmental issues appear regularly in newspapers and magazines. Television news 
thrives on stories of beached whales, industrial spills, air pollution and environmental health scares. Increased 
public concerns about environmental deterioration and resource shortages have made both marketers and 
government public policy makers aware of the potentially negative impact of such products as high-suds deter- 
gents, aerosol sprays and disposable bottles. Consumer research has revealed a large segment of socially 
concerned consumers who favour products that have been modified to meet environmental concerns (e.g. 
greeting cards and stationery made of recycled paper, biodegradable soap powders and cleansers, recycled 
plastic packaging). 

The growth of the consumer movement created an urgent need to understand how consumers make 
consumption decisions. For example, in order to identify sources of consumer confusion and deception, consumer 
advocates have sought to discover how consumers perceive and interpret various marketing and promotional 
information (e.g. promotional appeals, package labels, warranties). As in all areas of public policy, marketers 


have the choice of effective self-regulation or having governments impose regulations on them. 
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The then-Trade Practices Commission’s (TPC’s) 1992 Paper on ‘Green Product’ marketing guidelines has 
had continuing repercussions for Australian marketers.®*° Industry associations released Codes of Conduct in 
response to the guidelines on environmental claims that advertisers can make. The TPC’s (now ACCC’) role 
in green advertising services is to monitor misleading and deceptive claims under section 52 of the Trade Prac- 
tices Act 1974. This section prohibits corporations from engaging in conduct that is or could be misleading or 
deceptive. Manufacturers and advertisers must be aware of the section 52 issues relevant to environmental 
claims. Marketers are encouraged to avoid using terms such as ‘environmentally safe’, ‘environmentally friendly’ 
arid ‘green’, which in most cases are meaningless. Section 52 also states that marketers should spell out exactly 
what the product’s benefit is in language that the consumer can understand, and ensure that any claims can 
be substantiated. 

A basic section 52 issue is that there must be an accurate representation of the facts. The representation 
can be the whole impression given by the ad, not necessarily one specific statement. The TPC focused on the 
general impression that the advertisement gives, that is, the words, graphics and labels—in the words of the 
TPC, ‘pictures speak a thousand words’. One assumes that if the ad is doing its job it is making a representa- 
tion of facts. It is important to note that the court may decide that the impression actually given, that is, the 
facts represented, is not necessarily the representation the advertiser claims it has made. 

Advertisers are not unified in their approach to the regulation of environmental advertising, and the flex- 
ibility of the advertising codes of ethics can be illustrated by a determination by the then-ASC against a Green- 
peace print advertisement. The advertisement stated that ‘for every 1 per cent of ozone depletion, 100 000 
people will lose their sight. The ASC upheld the complaint by the Association of Fluorocarbon Consumers 
and Manufacturers on the basis that the ad went 
beyond advocacy and made a specific unsubstantiated 
claim, breaching standards which stated that adver- 
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tisements shall be truthful and shall not be misleading 
; or deceptive. If Greenpeace had used the word ‘may’ 

instead of ‘will the result could have been different.®’ 
The environmental agenda has broadened to include 
more immediate issues such as pollution, recycling and 
waste minimisation. Figure 17.2 shows how products 


can be aligned with environmentalism and corporations 


and environmental groups can promote green issues. 
Consumer advocacy groups helped create boycotts of 
harmful or wasteful products and demanded more 
informative descriptions on products. In the area of 
packaging, non-recyclable containers and packages that 
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more than just cuddly animal images and a warm feeling about helping conservation. So they started to use 
a host of claims and images to describe the environmental aspects of their products. This approach was not 
always used wisely and manufacturers that offered incomplete information or misleading claims found them- 
selves in trouble. 

Environmental credentials or eco-labels are a really important part of compliance, not part of creating 
unique competitive advantage. Green Choice is an example that helps to show the difference between a licence 
and an eco-label. Their packs carried the ‘Environmental Choice’ eco-label which endorsed the claim of 
biodegradability. They also carried the WWF logo as a cause marketing licence. Environmental groups such as 
WWE understand the power of their brands, and marketers with the relevant products are willing to harness 
that power. 

In 1992, in response to growing public concern and confusion about misleading or meaningless claims by 
some companies, the then-Minister for the Arts, Sport, the Environment and Territories, Ros Kelly, began the 
development of the Environmental Choice Australia (ECA) program. The program established an independent 
scientific panel as part of a crackdown on companies’ false and misleading environmental claims in the market- 
ing of products and services. The program aimed to reduce the confusion caused by the variety of so-called 
‘green claims’ on consumer labels as more manufacturers applied for verification of their claims of environ- 
mentally safe and friendly products. 

The Down to Earth range of cleaning products developed in association with the ECAs scientific commit- 
tee was used as a benchmark in this verification. ECA provided a means for manufacturers to apply voluntarily 
for approval of claims about their products and packaging. Once approved, the product would carry the ECA’s 
logo and the company then agreed to work by a code of ethics developed by the program. Unfortunately, the 
ECA scheme proved to be too narrowly focused, and was wound up in 1994. The scheme was funded by a 
fee from companies but many did not consider it good value. Major manufacturers, along with the Grocery 
Manufacturers Association, discouraged the introduction of such schemes, arguing that the Trade Practices 
Commission (now ACCC) guidelines offered sufficient protection to consumers without unreasonable cost to 
marketers. General consensus was that manufacturers and marketers took responsibility for the information 
they provided, and the claims they made did not need the additional guidance of a labelling scheme. 

In addition, many marketers realise that an eco-label offers only short-term advantage as their competitors 
catch up or as the whole industry is regulated to comply with legislation. Experience also taught manufacturers 
that consumers will not continue to buy an environmentally friendly product if it does not work properly or 


is not competitively priced. This was a problem with some of the earlier ‘green’ cleaning products.” 


CORRECTIVE ADVERTISING AND CONSUMER RESEARCH 


While deceptive advertising is prohibited in Australia under Federal and State laws, US research has shown 
that consumers routinely make inferences from advertisements and then believe the inferences were directly 
stated in the ads. Consumers with high involvement in processing an advertisiment are more likely to make 
invalid inferences on the basis of incomplete-comparison claims made in the advertisement and to express 
greater purchase intentions than did less involved consumers. Those less involved are deceived more by 
inconspicuous-qualification claims, which they are unlikely to process in detail, but which require more detailed 
processing of the ad so that deception does not occur.” 

How can bodies such as the ACCC or a Department of Consumer Affairs determine whether a false belief 
has been unfairly created among consumers? Consumer behaviour research offers some promising answers, 
but requires some creativity in design. In one early US study, subjects were exposed to product claims that might 


lead to the formation of false beliefs; then they were exposed to corrected claims for the same products. 
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After some experimentation, the researchers developed a technique that reportedly enabled them to spot the 
existence of false beliefs, trace those beliefs to specific ads, and measure the specific level of false belief created 
by the ads.”' Adoption of a similar technique, if feasible, would enable advertisers to pre-test their advertis- 
ing before widespread media release, and to revise any ads that research indicated might be misleading. 

Under the Trade Practices Act 1974 it is permissible to order advertisers to publish corrective advertising, 
though this has been uncommon in Australia. The main purpose of corrective advertising is to dispel mistaken 
impressions created by misleading advertising and to help consumers make more informed product decisions. 
An implicit purpose of corrective advertising is to impose sanctions designed to discourage marketers from 
deliberately or thoughtlessly sponsoring such ads. For example, Nu-Life publishing was required to correct 
various representations it had made about the benefits of foods that supposedly contained negative calories 
(thus being a boon to dieters).°* Similarly, the makers of Cook-On barbecues advised consumers that its 
product was not entirely composed of Australian-made components, contrary to the impression given by 
earlier advertising.” Other recent examples of corrective advertising related to some notable claims by the 
ACCC of misleading advertising relate to campaigns by the Commonwealth Bank Cricket Home Loans 
campaign, Earthstrength plastic bags and misleading claims, Danoz Direct misleading claims in ads and Radio 
Rentals misleading and deceptive advertising. (See the ACCC’s website at <www.accc.gov.au>. ) 

Consumer behaviour research into the effectiveness of corrective advertising has shown mixed results. 
Although deceptive claims are less widely believed after corrective advertising has been implemented, some 
consumers tend to ignore such ads.”* For example, in the United States the Warner-Lambert Company was 
ordered to run corrective advertising for a period of 17 months to correct its claims that Listerine was an effec- 
tive cold remedy. The corrective ads stated that Listerine did not help to prevent colds or sore throats or lessen 
their severity. In a follow-up study of Listerine’s corrective advertising, it was found that although the ads had 
some impact, many people continued to use the product as a remedy for sore throats and colds. A series of 
research studies undertaken to assess the real-world effects of three corrective advertising campaigns found 
that corrective ads are not uniformly effective, but that they have the ‘potential to provide consumers with useful 
information which may change beliefs or modify purchase behaviour’.”? 

It appears that corrective advertising has the potential to be overly effective as well as ineffective. Some 
consumers tend to overgeneralise the corrective message, so that they disbelieve all subsequent advertising 
claims for the brand and for the product category. One study showed that consumers often decode corrective 
messages incorrectly, so that remedial advertising statements turn out to be as confusing and misleading as the 
messages they are supposed to correct.” 

Research is needed to determine consumer responses to proposed corrective ads before the fact to ensure 
that the corrective ads fulfil their intended purpose. A comprehensive review of corrective advertising noted 
how difficult it is to create a corrective message that will capture the attention of consumers, sustain their 
interest, alter previous beliefs, and form new cognitions that they will retain.?’ This is particularly difficult 
given the fact that corrective messages are usually buried within the context of regularly scheduled advertis- 
ing. For example, an examination of the storyboard for the Listerine corrective commercial showed the correc- 
tive message buried in the middle of the commercial. It was used neither in the opening frame of the commercial 


nor in its close; either position would have heightened consumer awareness of the corrective information. 


>» Packaging and pricing issues 


Apart from advertising, other major areas of public policy concern packaging and labelling issues, especially 


labelling related to food products.”® 


596 PART 5 Consumer behaviour and society 


PACKAGING-TO-PRICE DECEPTION 


Deceptive practices are an attempt by marketers to get consumers to overestimate the value they are getting 
from a purchase. Deceptive pricing and deceptive packaging, either on their own, or in combination, are two 
possible ways for unscrupulous marketers to achieve this. 

Deceptive pricing includes such practices as falsely advertising a large price reduction from a phoney high 
list price. Deceptive packaging includes exaggerating package contents through subtle design, not filling the 
package to the top, using misleading labelling and describing size in misleading terms. As discussed earlier, 
the existence of deceptive practices has led to the development of such legislation as the Trade Practices Act 
1974 in order to protect consumers. Marketers argue that most companies avoid deceptive practices because 
such practices harm their businesses in the long run. If consumers do not get what they are expecting they 
will switch to more reliable products. 

Sometimes, packaging alterations are necessary to the product itself due to the nature of changing consumer 
demands or regulations such as a move to standard package sizes. However, marketers need to determine the 
amount of difference required for the product to be perceived by the consumer as ‘improved’. In a small or very 
competitive industry, as costs increase, a producer may be faced with the decision to increase prices or to 
reduce product quantity/size or quality. Reducing the size’ and quality of the product as compared with price 
increases may have the benefit of minimising the impact on sales or in boosting profits. For example, in 1994, 
the cosmetics company Max Factor reportedly changed the contents of its Pan-Cake makeup from 40 g to 
15 g, while retaining the same price. The company responded to consumer complaints by providing a ‘free’ 15 g 
refill with the product.!9° 


NUTRITIONAL LABELLING 

The Australia New Zealand Food Authority (ANZFA) is responsible for developing the Food Standards Code!®! 
on behalf of the Australia New Zealand Food Standards Council (New Zealand, Commonwealth, State and Terri- 
tory Ministers). Of particular relevance to Australian and NZ consumers are standards covering ingredient 
labelling, country of origin labelling, date marking, advertising and health claims. The codes were systemat- 
ically revised between 1995 and 1999 in consultation with the public and the food industry. In addition, the 
peak industry body, the Australian Food and Grocery Council, has developed its own ‘Code of Conduct for 
the Provision of Information on Food Products’.' 

In general, manufactured food is required to list ingredients in descending order by weight, except water 
which can be listed last. In conjunction with the industry and the ACCC, ANZFA has also tried to clarify the 
country of origin claims, noting where ingredients were sourced and where manufacturing took place. The 
potential for consumer confusion on this issue appeared high.'°? ANZFA has commissioned market research, 
particularly into consumer attitudes towards food labelling issues and consumer understanding of them. 

There are several foods in the Food Standards Code in which the prescribed name or appropriate desig- 
nation of the food may contain a reference to a nutrient or to energy. These include low-fat or reduced-fat 
versions of yoghurt, ice-cream, cheese and table spreads; fibre-increased and protein-increased breads; low-salt 
foods; and low-joule foods. Where foods make a nutritional claim, manufacturers are obliged to include a 
nutrition information panel, listing ingredients in a 100 g quantity and a typical serving. For example, Weet- 
Bix includes information on the energy, fat, carbohydrate, fibre, salt, mineral and vitamin content of a 30g 
(two-biscuit) serve, a serve with milk and a standard 100 g serve (see Table 17.4). 

Food additives are of particular concern to consumers with allergies or other special needs and they have 
to be listed. Where they belong to a class, a name can be used (e.g. antioxidant, emulsifier, stabiliser, vitamin). 


However, if the food additive can perform more than one function, the name most appropriate to the function 
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TABLE 17.4 | Standard nutritional labelling format 


NUTRITIONAL INFORMATION 
Servings per package: (insert number of servings) 
Serving size: g (or mL or other units as appropriate) 


Quality per serving Quantity per 100 g (or 100 mL) 

Energy kJ (Cal) kJ (Cal) 
Protein g g 
Fat, total g g 

—saturated g g 
Carbohydrate g g 

—sugars g g 
Sodium mg (mmol) mg (mmol) 
(insert any other nutrient or biologically g, mg, pg (or other units as g, mg, ug (or other units as 
active substance to be declared) appropriate) appropriate) 


Source: Standard 1.2.8—Nutritional Information Requirements, of the Australia New Zealand Food Standards Code, December 2000, Food Standards 
Australia New Zealand, <www.foodstandards.gov.au>. 


must be used. Although a standard set of labels is used, consumers may not be aware of what the additives 
are. For example, Choice noted a manufacturer listing a flavour enhancer (621), which turned out to be 
monosodium glutamate, which some consumers try to avoid.'*t Recently, high-fibre and low-fat foods have 
become popular, and various methods have been developed to prevent marketers from unfairly exploiting 
this. Also, foods claiming to be dairy-free or gluten-free must meet certain criteria, and marketers may not 
endorse the product as being ‘dairy-free’ without approval. Consumers depend on food labels as their most 
useful source of nutrition information, but often do not understand or agree on the meanings of frequently 
used descriptive terms, such as ‘light’, ‘low-calorie’, ‘low-sodium’ or ‘cholesterol-free’.' US studies showed 
that women were more likely to read food labels than men, and that non-working women were most likely 
to read ingredients (48%) or nutritional information (41%). Shoppers aged 50 or older read ingredients 48% 
of the time, while 18-24-year-olds did so only 31% of the time.!° 

Unfortunately, many consumers lack the knowledge to understand the meaning of the nutritional content 
of foods, and without more education they may not benefit from nutritional labelling requirements. Researchers 
say nutritional ‘flags’ are more helpful than detailed numeric information. An example is the Heart Founda- 
tion ‘Pick the Tick’ campaign. Shoppers prefer simple health symbols on food products rather than more 
detailed numeric information. This has been the strong message from surveys conducted by the Food Policy 
Research group at the Australian National University.'°’ This information was based on three surveys conducted 
by the group. The first confirmed that most shoppers get their information from the mass media and personal 
contacts. Food advertising appeared to have a stronger influence than labels, and point-of-sale media were 
not major sources of information. The results revealed that food industry sources were among the least trusted, 
while the National Heart Foundation and other orthodox health sources were the most trusted. A second 
survey found a wide variety of concerns about food and health, relating mainly to safety (concern about 
additives and bacteria). The third survey suggested that most shoppers found health messages useful 
(e.g. ‘fat-reduced’ and ‘low-cholesterol’). 
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Currently, health claims on food labels are prohibited, though at the time of writing ANZFA was trialling 
consumers’ understanding of folate additive health claims, given the known beneficial properties of the vitamin. 
In general, enforcement of a prohibition on health claims can sometimes be difficult. In the United States, 
where similar restrictions exist, Kellogg noted on its package of All-Bran cereal that eating high-fibre foods (such 
as bran cereals) could reduce the incidence of several types of cancer. Despite the fact that the statement 
implied that All-Bran prevented cancer, the company maintained that its package did not make a health claim: 
rather, it was simply disseminating information provided by the National Cancer Institute. Regardless of the 
actual nature of the package legend, Kellogg seemed to have neatly sidestepped the Food and Drug Adminis- 
tration (FDA) ban on health claim labels.!°8 In Australia, the Heart Foundation’s red ‘tick’ clearly (and appro- 
priately) implies a health claim, though it is not stated. 

Date marking has been a contentious issue with the food industry, but a ‘use by’ date is generally required, 
along with information about where a product was prepared. This issue is important in the case of contam- 
inated or suspect foods which have to be withdrawn from the market and then traced back through the 
supply chain. Withdrawal of foods from the market is a common occurrence. Among the more notable recalls 
were Arnott’s biscuits in 1997 (due to food tampering) and Kraft peanut butter in 1996 (due to bacterial 
contamination).!°° 

With advances in technology, foods are increasingly incorporating genetically modified ingredients. This 
is of concern to consumers with allergies, as the new food (meat or vegetables) may incorporate genetic 
material from other organisms. A less tangible concern is that there may be long-term effects of consuming 
such food—problems that we cannot now anticipate. 

ANZFA has established a system requiring prior 


approval and labelling of such products, but many FIGURE 17.3 Choice magazine 
imported products contain genetically modified foods 


T t : www, choiceextra. com.au oS MAY 2003 
110 ests 

that are unlabelled.!!° Use of such foods is only likely Seiden C ae O i Cc - 
to increase, because of the need to use less pesticides eae pals 


and to preserve food in a marketable condition. OVEN CLEANERS Independent information for smart consumers 
PORTABLE COTS 


HEALTHY 
CEREALS? 


Not all of them 


CONSUMER EDUCATION 


In addition to protective legislation and regulation, 
consumers need information and education to enable 
them to make wise buying decisions. Increasingly, 
government policy makers and consumer advocates 
recognise that they cannot protect consumers against 


every possible marketing abuse, and that the 


ETHANOLIN 


PETROL 
_» Isita problem? 


consumer’s best defence is better product know- 
ledge. Since 1959, the Australian Consumers’ Associ- 
ation (ACA),''' through its magazines Choice (see 


Figure 17.3), Computer Choice and Consuming Interest, SAVING FOR 
has provided consumers with the information they EDUCATION 
need to make informed choices. Marketers have not The options 

explained 


always agreed with the way the ACA has treated their 


activities or with its testing methods. However, few 


would disagree that it has helped raise awareness of soiree, Reprinted from the May 2003 edition of CHOICE with the permis- 
consumer issues. sion of the Australian Consumers’ Association. 
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Today, many Federal, State, Territory and local agencies offer consumer education programs and distrib- 
ute consumer information. Some major firms have been involved with consumer education for a number of 
years, in the belief that educated consumers make better customers. For example, the ‘New Fashioned Pork’ 
campaign received quite a reception, with cooking and serving suggestions being placed in the meat section 
of the supermarket. Studies in the United States have shown that many consumers who received pamphlets 
and menus for such campaigns saved them for future reference and gave copies to friends.'!? 

Educational materials distributed by corporations help companies to increase their direct contacts with 
customers (the goal of relationship marketing), while reducing contact with third-party consumer groups. A 
number of companies have worked with the Department of Consumer Affairs to distribute educational mate- 
rials. Sponsoring companies are permitted to use their names and logos, but they cannot use brand names or 
trademarks, which would imply an endorsement. One proposal designed to advance consumer education 
involved the development of the ‘Pick the Tick’ campaign developed by the National Heart Foundation. 

Consumer groups sometimes recommend that consumer education programs be made mandatory in the 
public school system. At present, only a few States have such programs and the content varies widely. Consumer 
groups could make a substantive contribution to the field of consumer education by designing appropriate 
curricula for such programs. It is important, also, that parents acquire as much product information as possible, 
since research shows that parents play an essential role in the consumer socialisation of children. In the past 
ten years, for example, advertising which supposedly influenced food choices of the young has been a contro- 
versial issue. Critics say that advertising promotes poor diets because food ads for children feature fun foods, 
not staple foods. However, the fact is that per capita consumption of chocolate-based confectionery has been 
virtually stable since World War II despite steadily increasing advertising levels in this category. 

Australian research has demonstrated that parents and teachers play a key role in building the nutritional 
expertise of children. Research shows that children five and six years old can discriminate between program- 
ming and advertising, understand what advertisements try to do, and form their own ideas about what adver- 
tised products deliver on trial. These capacities increase over time as does healthy scepticism, and intellectual 
skill generally. If advertising had a harmful effect as suggested, these skills should decrease over time as cumu- 
lative advertising exposure increased. But they do not. Researchers found family characteristics and habits 
were probably the best explanation of differences in nutritional knowledge and behaviour between children. 
Part of that extensive research included asking children ‘Do you think (insert character) knows what is good 
to eat?’ The results indicated that 50% of kids did nominate Ronald McDonald as knowing something about 
food, but the overwhelming evidence from this research is that, to a great extent, kids trust their mother, 
teachers and themselves. These results raise the question of whether critics should be focusing their efforts 
less on advertising, and more on supporting initiatives in national nutrition education.'!* However, there are 
significant trends that indicate the targeting of children via TV advertising may have a detrimental effect on 
lifestyle and health. Table 17.5 shows the types of food groups most heavily advertised in children’s television 
and the percentages of messages that are explicit or implicit. 


» Consumer behaviour research priorities 


There is no question that marketing plays an essential role in our economy. In its most basic form, the market- 


ing process identifies unfilled or unsatisfied human needs, and develops and delivers products and services 
designed to meet those needs in ways that satisfy organisational and, hopefully, societal objectives. Consumer 
research and market segmentation ensure a better ‘fit’ between products and consumers, and enable marketers 
to communicate more efficiently with their target markets. For this reason, it is incumbent upon public 


policy makers to support research studies—designed and implemented by academic consumer researchers— 
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that identify and document areas in need of 
government intervention. Box 17.6 lists some of 
the many consumer behaviour questions that 
should be explored through consumer research. 
These can be considered consumer research prior- 
ities for 2004 and beyond. 

A prominent American marketing scholar, Alan 
Andreasen, in encouraging consumer researchers 
to engage in social policy research, has said that in 
many ways the field of social policy research 
‘presents the best of all possible worlds to the 
research scholar’, because of the many issues that 
are ‘both fundamental to the discipline of 
consumer behavior and relevant to the informa- 
tion needs of public policy makers’.'!° There is no 
question that consumer researchers have made an 
enormous contribution to our knowledge and 
understanding of consumer behaviour in the 
marketplace. They are now in a unique position to 
make an even greater contribution by providing 
empirically based insights into the impact of 
marketing on the consumer and on society, in the 
short run and over the longer term. Academically, 
objective research findings should provide the basis 
for an enlightened public policy debate that 
ensures positive consequences for all marketing 
activity and an enhanced quality of life for future 


generations of consumers. 


BOX 17.6 Consumer research priorities for the 21st century 


Ee cw po ro 


don’t perform as promised? 


Types of food groups advertised and 
nature of advertised messages 


Food 
advertised % 


Foods high in fat and/or sugar 45.9 48.0 
Fast food meals 25.4 28.5 
Cereal group 10.9 9] 
Fruit group (fresh and canned) 8.0 9.9 
Dairy 4.3 2.8 
Vegetable group 1.1 0.8 
Miscellaneous toods 3./ 48 
Total 99.3 


Food advertisements 
Explicit Implicit 


Food groups 


Promotional message 


Consumer-related 
Give-away 20.1 0.0 
Taste Nees 33.9 
Fun 14.2 36.0 
Cool, hip 13.4 9.2 
Popularity 0.0 4.6 
Competition 2.9 0.0 
Nutrition message 

Contains vitamins 13.8 0.0 
Contains minerals ney 0.0 
Natural, pure, fresh 11.3 0.0 
Wholesome, goodness 7.1 —(a) 
Healthy, nutritious 4.2 16.7 
Breaktast is important 


Source: J.M. Hill and K.L. Radimer, ‘A content analysis of food advertisements 
in television for Australian children’, Australian Journal of Nutrition and 
Dietetics, 54(4), 1997, pp. 174-181. 


How might the marketplace be improved so that consumers make better decisions as to what they buy? 

How might the marketplace be improved so that consumers are more satisfied with their consumption experiences? 
Do consumers have adequate, undistorted information on which to base choices? Are they subject to undue pressures? 
Do consumers have appropriate opportunities to secure reimbursement or compensation when products or services 


5. Are there specific segments of consumers that are systematically or routinely discriminated against by the marketing | 


process? 
6. In what ways do marketing exchanges place consumers at risk in terms of their lives or physical well-being? 
7. In what ways can economic and social welfare transactions lead to greater consumer satisfaction? 


Are there unidentified economic or social welfare needs that are not currently being met? 
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21. 


Le. 
23. 
24. 
PZ: 
26. 


27. 


28. 
29, 
30. 
31. 

32. 

| 33, 

(36. 

37. 

38. 
39. 
A0. 


Are there unidentified economic or social welfare transactions that should be avoided because of their potentially 
negative consequences? 
How will the Internet and other technology-mediated interactions affect consumer marketing? 
How do specific government-sponsored consumer laws impact on consumers’ quality of life? 
How have the marketing programs of selected not-for-profit organisations (e.g. civic centres, museums, preventive 
health programs) impacted on consumers’ quality of life? | 
How do consumers’ past successes (and failures) at complaining impact on attitudes and intentions towards future 
complaint actions? 

How does the concept of blame (i.e. self-blame or blame of others) affect consumers’ attitudes and behaviour with — 
respect to dissatisfaction with products and services? | 
How does the amount of pre-purchase search (e.g. a little or a great deal) influence consumers’ sense of self-blame _ 
or blaming others? 
What are the underlying motivations (i.e. punitive or self-protective) that account for consumers’ decisions to boycott 
Specific products or outlets? 
How do consumers acquire their personal strategies to improve the effectiveness of their complaining actions? 
How do recent immigrants fare when it comes to market discrimination? Are there differences across or within immi- 
grant groups? : 
How does declining physiological functioning among the ‘old-elderly’ affect their marketplace attitudes and behaviour? — 
Are there personality differences for high-involvement issues such as family planning decisions, dieting plans or cancer — 
detection practices? | 
How is consumer compliance obtained for products and practices that are of individual or social benefit, but which © 
meet with considerable consumer distaste (e.g. wearing seat-belts, giving blood, undergoing disfiguring medical treat- 
ment, safe sexual behaviour)? 

How do marketing communications affect human values and the priorities in which they are held? 

How should misleading advertising and deceptive advertising be defined and identified? 

How can corrective advertising more effectively mitigate the learning of misleading and deceptive advertising? 

Do consumers develop evaluative criteria from ads? What kind of ‘critical mass’ is necessary for such learning to occur? 
What Is the role of marketing communications in shaping cultural traditions such as Mother's Day, Valentine’s Day, © 
Easter and Christmas? 

Does the value hierarchy implicit in advertising correlate with society's value hierarchy? Does it correlate with the value 
hierarchy of certain segments of society? Which ones? 

Is there a cultural drift towards the values endorsed by advertising? 

What is the impact of marketing communications on developing countries? 

What is the impact on consumer marketing of the ever-increasing gap between rich and poor? 

What impact do the symbolism and the scenes depicted in advertising have on the national character? 

What formative influences does advertising have on our culture? What are the effects of such influences? 

What are the unintended consequences of advertising on our society? 

What are the impacts of advertising role models on behaviour? 

To what extent does advertising alter personal values and morality? 

Does advertising encourage unsafe behaviour? Antisocial behaviour? Pro-social behaviour? 

To what extent does advertising develop inappropriate standards for choice? 

Has advertising replaced such institutions as the family and the school as social guides? 

To what extent does advertising contribute to racial, age and gender stereotypes? 

To what extent does advertising cause social dissatisfaction? 
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41. Do large companies ‘get away’ with deceptive advertising more easily than small companies because of uneven 
regulatory enforcement? : 
42. To what extent does consumerism benefit or hinder ethical businesses? 
43. To what extent does caveat emptor (‘let the buyer beware ) apply to the purchase of intangible items, such as services? 


/ Source: Questions have been drawn in part from Alan R. Andreasen, ‘Consumer behavior research and social policy’, in Thomas S. Robertson and Harold S. 
_ Kassarjian, eds, Handbook of Consumer Behavior (Englewood Cliffs, NJ: Prentice Hall, 1991), pp. 459-506; Richard W. Pollay, ‘The distorted mirror: Reflec- | 
tions on the unintended consequences of advertising’, Journal of Marketing, 50, April 1986, pp. 18-36; and ‘A better deal for consumers and small business’, 
_ a review of the /rade Practices Act, September 1997, produced by the Consumer Law Section, Dept Industry, Science and Tourism, Canberra. 


CASE STUDY 17.1 


The Blood Donation Process 
Douglas Adam, Doctoral Student, Graduate School of Management, University of Western Australia 
Geoffrey N. Soutar, Director, Graduate School of Management, University of Western Australia 


Blood collection agencies face major problems in coping with an increasing demand for blood and blood 
products at a time when supplies are under threat. The demand for blood has increased because of ageing 
populations, population growth and increases in the number of surgical procedures being performed. However, 
the advent of HIV'!® has affected supply in several ways. ‘High-risk’ individuals have been excluded!’ (Pillavin 
1990) and concerns over infection have led some donors to stop donating and made it more difficult to recruit 
new donors.''® 

While this seems a bleak picture, the situation is far from hopeless. In Western Australia, for example, 
only 5% of the population are active blood donors. Since it has been estimated that at least 50% of the general 


119 


population would be suitable as blood donors,’*” there is a large untapped pool of potential donors. Research 


was carried out to help blood-collection agencies find ways of converting potential donors into actual donors, 
and ensure that existing donors continue to donate. Following prior research into blood and organ donation,'”° 
it is assumed that the decision process moves from cognition to affect to behaviour and is influenced by people’s 


values, knowledge and attitudes, and the risks they perceive in being a blood donor. See Figure 17.4. 


The study 
The first stage in the research used focus groups to develop a questionnaire, while the second phase was quan- 


titative and tested the model in Figure 17.4. A questionnaire, developed from prior research and the focus 


FIGURE 17.4 | A model of people’s willingness to donate blood 


7 WILLINGNESS 
TO DONATE 


PERCEIVED RISK 
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groups, was piloted using a convenience sample of 100 undergraduate university students. The final ques- 
tionnaire included a number of sections (see Table 17.6). 

The sample for the quantitative stage was drawn from households in the Perth metropolitan area contained 
in an up-to-date CD-ROM of the city’s telephone directory. Two thousand households were selected randomly 
from the CD-ROM and the structured, self-administered questionnaire was sent to each of the selected house- 


holds, together with a reply paid envelope. A response rate of 27% was obtained. 


The results 
The data highlighted some deficiencies in people’s knowledge about blood donation. For example, only 32% : 
of respondents were aware that nobody in Australia had ever acquired HIV through donating blood and only 
31% knew that an anaesthetic is available to donors on request. Given that fears associated with HIV and 
concerns about possible pain when donating blood are often cited as donation barriers, these knowledge defi- 
ciencies may be important.!?! 

The exploratory analyses suggested four underlying attitude dimensions. ‘Replacement and assurance’ related 
to whether respondents felt people who benefited from blood donation had a duty to replace that blood and 
whether healthy people had a duty to assure the community’s blood supply. ‘Psychological fears’ were associ- 
ated with a fear of hospitals and blood or needles. The ‘inconvenience’ dimension related to the time and location 
issues associated with donating blood. ‘Health concerns’ related to worries about catching HIV from donating 
blood and a general concern about the safety of blood bank procedures. 

Three perceived risk dimensions were found. The first, termed ‘inconvenience risk’, was related to the time 
and location inconveniences associated with donating blood, as well as to minor health risks such as dizziness, 
pain and discomfort, suggesting that these were regarded as minor inconveniences by respondents. ‘Health risk’ 
was related to more serious risks, such as contracting HIV. ‘Social risk’ was related to concerns about reactions 
from important social interaction groups, such as family, friends and religious communities. 

Unexpectedly, the personal values construct was one-dimensional. It may be that when dealing with an issue 


like blood donation, only one aspect of a consumer's value structure is important. Items that did not load 


TABLE 17.6 | Questionnaire sections 


Section Number — Type of scale Scale calculation 
of items 

Objective knowledge 26 Yes/No/Don't know Sum of correct items 

Values [LOV from Kahle (1983)] 9 Not at all impt to Very From exploratory factor 
impt (1—/) analysis 

Perceived risk (1)—likely occurrence 14 Highly unlikely to Highly From exploratory factor 
likely (1-7) analysis 

Perceived risk (2)—occurrence importance 14 Not at all impt to Very From exploratory factor 
impt (1—7) analysis 

Attitudes 3/7 Agree—Disagree (1—/) From exploratory factor 

analysis 
Willingness to donate blood (WTD) l Level of likelihood Score on single-item scale 


Source: Thomas F. Juster, ‘Consumer buying intentions and purchase probability: An experiment in survey design’, Journal of the American Statistical 
Association, September 1966, pp. 658-696. 
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highly onto the single dimension related to fun and enjoyment of life and excitement, perhaps indicating the 
gravity of blood donation issues in most people’s minds. 

The suggested model, which was generally supported, was adjusted by removing some of the poor ‘fitting’ 
items. This resulted in the loss of the ‘health concerns’ dimension from the attitudes construct and improved 
reliabilities for the remaining dimensions. The ‘inconvenience risk’ dimension of the perceived risk construct 
had two sub-dimensions. One was related to the inconvenience associated with the time required to donate 
blood and the location of donation venues (termed inconvenience risk), while the other related to the possible 
physical side effects of blood donation itself, such as experiencing dizziness (termed reaction risk). The 
modified constructs (see Table 17.7) were used in the subsequent analysis. 

The originally suggested model (Figure 17.4) did not fit the data very well, however. An examination of 
the results suggested there were no significant relationships between ‘social risk’ and other constructs and, 
therefore, this construct was removed. This led to a revised model (Figure 17.5) which was more consistent 
with the data. 


Confirmatory factor analyses 


Construct Dimension Number of items Alpha coefficient 


Attitudes Replacement and assurance 3 0.82 
Psychological fears (scaled, so higher scores 

imply less fear) 0.70 

Inconvenience 0.71 

Perceived Risk Inconvenience risk 0.90 

Health risk 0.71 

Social risk 0.78 

Reaction risk 0.73 

Values 0./6 


FIGURE 17.5 | Final model of people’s willingness to donate blood 


REPLACEMENT 


AND ASSURANCE PSYCHOLOGIC 


FEARS 


0.15 


0.19 


0.13 


—0.68 


WILLINGNESS 
TO DONATE 


0.20 


—0.14 
Chi square = 107.53 


df = 82 
Ee » = 0.03 


a - GFl = 0.97 
SMEATARISE REACTION RISK AGF = 0.96 
oe : ) NFI = 0.94 
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Discussion 

The results obtained provided support for many of the model's relationships. Values had an important indirect 
influence through their effect on ‘replacement and assurance’ attitudes. As these attitudes became more 
favourable, WTD increased. This is consistent with Horton & Horton’s (1991) study, which found that the rela- 
tionship between values and willingness to donate organs was mediated by attitudes towards organ donation. 
Further, the relationship adds support to previous suggestions that attitudes such as these are important moti- 
vators for blood donation.!”? 

A strong positive relationship was found between knowledge and WTD. Knowledge also influenced WTD 
indirectly, through its effect on perceived risk and attitudes. More specifically, the level of knowledge was inversely 
related to perceived health risk (e.g. catching HIV) and perceived reaction risk (e.g. fainting). In turn, perceived 
health risk had a negative influence on WTD, while perceived reaction risk influenced WTD indirectly through 
the psychological fears associated with donating blood. These findings are consistent with previous research that 
suggested physical and psychological fears are common deterrents to blood donation.!”? 

In addition to assessing direct effects, total effects were also computed (Table 17.8). Since total effects 
include indirect effects, they provide an indication of the overall importance of each construct on people’s 
willingness to donate blood. The psychological fears associated with blood donation had the greatest influence 
on people's willingness to donate (0.57), followed by attitudes about the replacement and assurance of blood 
supplies (0.32). Knowledge also had an important influence on willingness to donate (0.24). The total effect 
of knowledge was greater than its direct effect due to its indirect effects through perceived health risk, perceived 
reaction risk and people’s psychological fears. 

Table 17.8 also shows the squared multiple correlations for the structural equations (SMCs). The SMC 
relating to psychological fear (0.58) suggests that the antecedents in the model explained a large proportion 
of the variance in these attitudes. However, the low SMC for WTD (0.18) suggests there are important factors 


that were not included in the present model. 


Conclusions 
What can blood donation agencies learn from this research? 
People’s willingness to donate blood declined significantly as their perceived health and reaction risks increased. 


There is a need to minimise such perceptions within the community. Since the levels of these perceived risks 


TABLE 17.8 | Total effects on endogenous constructs 


Effect of 
on Values Knowledge Health Reaction Inconvenience Replacement Psych. Inconven- R2 
risk risk risk fears —_ience 

Health risk —0.31 -0.74 0.16 
Reaction risk —1.45 -0.31 0.04 
Inconv. risk —1.25 —-0.41 0.05 
Replacement NAc U0) 0.01 0.03 —0).02 0.07 
Psych. fears 0.35 0.05 0.04 0.19 0.07 | 0.58 
Inconvenience 0.29 0.07 0.00 0.01 —0.10 0.70 
WTD 0.15 0.24 0.01 0.01 —0.08 0.32 0.57 ios 0.18 
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declined as knowledge about blood donation increased, attempts to reduce perceived risk should include a 
strategy to improve the community’ knowledge about all aspects of blood donation. In addition to identifying 
the important influence that knowledge has on people's willingness to donate, it was also found that blood 
donation knowledge was not high. These knowledge gaps may be important because of their potential impact 
on peoples perceptions of health and reaction risk. There is a need for blood collection agencies to assess the levels 
and nature of knowledge within their communities and to address any deficiencies effectively. 

The study also suggested that donation rates may be increased by tapping into those factors that act as 
motivators to donation. People who saw a duty or responsibility to replace used blood and assure future 
supplies were more willing to donate and these attitudes were influenced by their values. More specifically, these 
attitudes were influenced by a person's desire to be self-fulfilled and well respected, to have self-respect and 
to feel they had accomplished something. Developing communication strategies that present blood donation 
as being consistent with such values may increase blood donation rates. 


However, given the low R* obtained for people’s willingness to donate, it would seem that there are other 


variables not collected in the present study that also influence the blood donation decision. These might 
include a lack of awareness about the need for more donors and the present lack of incentives for people to 
donate.'** Further research is clearly needed to determine these variables and include them in an expanded 
model that will provide a better understanding of the factors that inhibit so many people from becoming and 


remaining blood donors. 


Note: This case study is based on a paper presented at the Australian and New Zealand Marketing Academy | 
(ANZMAC) Conference held in Sydney, December 1999. | 


Further reading 

| Richard P. Bagozzi, ‘Attitudes, intentions, and behavior: A test of some key hypotheses’, Journal of Personality 
and Social Psychology, 41, 1981, pp. 607-627. 

Raymond L. Horton, Buyer Behavior: A Decision Making Approach (New York: Charles Merrill, 1984). 

Lynn R. Kahle, Social Values And Social Change: Adaptation To Life In America (New York: Praeger, 1983). | 

Sharon E. Beatty and Pamela Homer, ‘Alternative measurement approaches to consumer values: The List of Values | 
(LOV) and Values and Lifestyles (VALS)’, Journal of Consumer Research, 13, December 1986, pp. 405-409. | 


Case Study Questions | 
| 1. If you were responsible for marketing within a blood collection agency, what promotional objectives would | 
| you recommend? | 
2. Suggest some specific promotional strategies to achieve these objectives. These should reflect your under- 
standing of relevant factors such as the uses and limitations of the various promotional methods and the 
communication process. 
3. Do you think that the results reported have relevance to other non-profit organisations and, if so, what are 
these implications? | 
4. Thinking back to your discussion of market segmentation based on use, what would you suggest are the | 
main problems facing this blood donation agency? 
5. The blood donation process might be considered as an ‘ongoing service’. If so, what lessons can the agency 
learn from services marketing that might increase donation rates? 
6. As aconsumer, what information do you believe you would like to have when deciding whether or not to 


become a blood donor? 
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Summary 


Public policy intersects the field of consumer behaviour 
when policy makers believe that intervention in the process 
or outcome of marketing exchanges will benefit society as 
a whole. The three types of interventions used by govern- 
ment include regulation, consumer education and infor- 
mation, and the provision of incentives to encourage 
marketing transactions that benefit society. Parliaments at 
the Commonwealth and State level have enacted consumer- 
oriented legislation in response to marketing abuses and 
public concerns. As a result, Australia has a mixture of 
public and private sector regulation, with the balance 
swinging to private sector self-regulation. At the same time, 
regulatory agencies such as the ACCC and the ACA have 
considerable power to influence the marketplace. 

In addition to protective legislation, governments 


Discussion questions 


provide information and education to enable consumers to 
make wise buying decisions. Increasingly, government 
policy makers and consumer advocates recognise that they 
cannot protect consumers against all marketing abuses, and 
that the consumer’s best defence is better product knowl- 
edge. Nutritional labels, monitored by ANZFA, are an 
important source of consumer information. 

Because consumption is the most pervasive human 
activity, it is incumbent upon public policy makers to 
support, and academic consumer researchers to design and 
implement, consumer behaviour studies that identify and 
document areas in need of government intervention. 
Consumer behaviour research findings should provide the 
basis for consumption-related public policy. 


1. Evaluate the need for regulations and laws designed to 
protect the consumer. Have such laws been effective? 
Why or why not? 

2. Describe the role of consumer research in developing 
consumer-oriented legislation. 

3. A mouthwash marketer claims that its product elimi- 
nates 50% more plaque than other brands. In specific 
terms, however, the marketer's brand kills just 3% of 
the plaque on teeth while other brands kill only 2%. 
The marketer knows that most consumers are unaware 
of the fact that the 50% figure advertised represents only 
a 1% increase in the total plaque eliminated. The 
marketer also knows that dentists agree that a 1% 
increase in plaque reduction is insignificant. Does the 
marketer's advertising constitute an ‘unconscionable lie’, 
a ‘claim/fact discrepancy’, a ‘claim/belief discrepancy’, 
or none of these? Explain your answer. How would you 
use consumer research to decide into which of the above 
categories the marketer's claim belongs? 

4. (a) ‘Consumers need to be informed about products 
and services so that they can make better consump- 
tion decisions.’ Discuss this statement in relation to 
(i) nutritional labelling, (ii) consumer use of nutri- 
tional information on labels. 

(b) Suggest ways to improve consumer education 


regarding the nutritional value of foods. 
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5. A well-known electronics company is introducing a new 
smoke detector with a special feature that makes the 
alarm beep once a minute when the detector’s batteries 
are weak and need to be replaced. Assume that the 
company discovers that in many detectors the batteries 
can be too weak to operate the alarm properly for some 
time before the above feature is activated. Should the 
manufacturer: 

(a) recall and redesign the smoke detector? 

(b) stop making the alarm without recall and inform 
current owners of the problem by mail? 

(c) continue marketing the smoke detector while 
informing buyers of the need to change the batter- 
ies regularly? 

Explain your answer. 

6. How can consumers make an informed choice about 
the use of genetically modified ingredients in foods? To 
what extent would labelling help consumers make their 
choice? 

7. You are the marketing manager for a large company that 
manufactures and distributes chemicals. Would you 
prefer government (local, State or Federal) regulations 
or voluntary industry codes regarding: 

(a) acceptable levels of air and water pollution? 

(b) procedures for transporting hazardous chemicals? 


Explain your answers. 


Exercises 


lL, 


Visit a supermarket and find examples of packaging- 
to-price deceptions. Present them in class and discuss 
the possible effectiveness of government regulation, 
industry self-regulation or consumer opinion in elimi- 
nating such practices. 

Conduct a survey of 20 to 30 consumers regarding 
their use of nutritional, environmental or Australian 
owned—Australian made information on labels in 
deciding which household products they purchase. 
Identify the demographics, lifestyle characteristics and 


media habits that distinguish these consumers from the 


Key terms 


rest of the sample. 

3. Visit a financial institution and obtain details of loan 
applications. What information is the consumer given 
about the loan, effective interest rates and total costs? 
What are the consumer's rights and obligations? Should 
governments provide more or less regulation of credit 
practices? 

4. Compare the performance of a previous government 
corporation such as Qantas or the Commonwealth 
Bank before and after privatisation. In what ways are 


consumers better or worse off? 


Australian Competition and Consumer Commission 
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blossary 


ABA Australian Broadcasting Authority. 

ABS Australian Bureau of Statistics. 

absent father syndrome Household where a father's 
activities (typically work) prevent him spending much 
time at home with his family. 

absolute threshold The lowest level at which an individual 
can experience a sensation. 

ACA Australian Consumers’ Association (publishers of 
Choice magazine). 

ACCC Australian Competition and Consumer Commission. 

acculturation The learning of a new or ‘foreign’ culture. 

achieved role A role expected of an individual as the result 
of some factor concerned with his or her personal 
attainment, such as level of education, income, occu- 
pational status or marital status. 

achievement need The need for personal accomplishment 
as an end in itself. 

acquired needs Needs that are learned in response to ones 
culture or environment (such as the need for esteem, 
prestige, affection or power). Also known as psychogenic 
needs or secondary needs. 

activation Involves relating new data to old to make the 
material more meaningful. 

activity relationship An interaction and coordination 
of activities between two businesses in a relationship, 
and one level of interaction that may constitute the 
relationship. 

actor relationship An interaction of employees and roles 
between two businesses in a relationship, and one level 
of interaction that may constitute the relationship. 

actual self-image The image that an individual has of him- 
self or herself as a certain kind of person, with certain 
characteristic traits, habits, possessions, relationships 
and behaviour. 

adaptation In the field of perception, the term refers 


specifically to ‘getting used to’ certain sensations or a 
certain level of stimulation, such as a hot bath. 

ADMA Australian Direct Marketing Association. 

adopter categories A sequence of categories which 
describes how early (or late) a consumer adopts a new 
product in relation to other adopters. The five typical 
adopter categories are: innovators, early adopters, early 
majority, late majority and laggards. 

adoption process The stages through which an individual 
consumer passes in arriving at a decision to try (or not 
to try), or to continue using (or discontinue using) a 
new product. The five stages of the traditional adoption 
process are: awareness, interest, evaluation, trial and 
adoption. 

advertising executions Different versions of an advertise- 
ment in the same campaign. 

advertising tracking Response to ads (typically awareness 
and message comprehension) are measured repeatedly 
to see how they change in response to advertising 

advertising wearout Overexposure to repetitive advertising 
that causes individuals to become satiated and their 
attention and retention to decline. 

advertorial Advertisement in a newspaper or magazine 
that has the appearance of being an article. See also 
infomercial. 

affect referral rule A simplified decision rule whereby 
consumers make a product choice on the basis of their 
previously established overall ratings of the brands 
considered, rather than on specific attributes. 

affective component The part of the tricomponent attitude 
model that reflects a consumer’s emotions or feelings 
(favourable or unfavourable) with respect to an idea or 
object. 

affiliation need The need for friendship, acceptance and 
belonging. 
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affinity marketing Creating the view that the marketer 
and consumer hold similar values and have a good 
relationship. 

affluent consumers Segment with high contestable income. 

age effects Important purchase and consumption differ- 
ences that occur with aging. 

age subculture Social structure based on age. 

aggressive individual One of three personality types 
identified by Karen Horney. The aggressive person is 
one who moves against others (e.g. competes with 
others). 

AIDA model Theory of advertising effectiveness that 
assumes consumers move through the stages of Aware- 
ness, Interest, Desire and (purchase) Action. 

aided recall measurement A technique used to measure 
advertising awareness in which respondents are asked if 
they remember seeing an advertisement for a specific 
product category. 

AlOs Psychographic variables that focus on Activities, Inter- 
ests and Opinions. 

alternative medicine The practice of medicine using non- 
traditional approaches. 

altruism Social behaviour carried out by an individual or 
organisation to benefit another without anticipation 
of rewards from external sources. 

anthropology Study of people in their society, and the ways 
their language and culture develop. 

APEC The Asia Pacific Economic Cooperation forum. 

approach object Product, person, service, condition or other 
item which the consumer desires (e.g. physical fitness). 

ascribed role A role expected of an individual as the result 
of factors over which he or she has no control, such as 
age, sex, family, race or religion. 

ASEAN Association of Southeast Asian Nations. 

aspiration level Goals that consumers desire to reach in key 
areas of their lives, such as wealth, education and sport. 

aspirational group A group to which a non-member would 
like to belong. 

assimilation effect An effect of the social judgment theory 
that suggests a highly involved person will interpret 
a message as more positive than it actually is, if the 
message is congruent with their own position. 

assimilation-contrast theory A theory of attitude change 
that suggests that consumers are likely to accept only 
moderate attitude changes. If the change suggested is 
too extreme, the contrast with presently held attitudes 
will cause rejection of the entire message. 

attitude A learned predisposition to respond in a consis- 
tently favourable or unfavourable manner with respect 
to a given object. 

attitude consistency A characteristic of attitudes is their 
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consistency, that is they are consistent in the behaviour 
they reflect. 

attitude object Product, person, service, condition or other 
item that is the focus of a consumers’ attitude. 

attitude-toward-behaviour model A model that proposes 
that a consumer’ attitude toward a specific behaviour is 
a function of how strongly he or she believes that the 
action will lead to a specific outcome (either favourable 
or unfavourable). 

attitude-toward-object model A model that proposes that 
a consumer's attitude toward a product or brand is a 
function of the presence of certain attributes and the 
consumer's evaluation of those attributes. 

attitude-toward-the-ad-model Consumers’ cognitive and 
affective evaluation of advertising. 

attribution theory A theory concerned with how people 
assign causality to events and form or alter their atti- 
tudes as an outcome of assessing their own or other 
people’s behaviour. 

audience profile The demographic or other characteristics 
of an audience. 

autonomic (unilateral) decision Family purchase decision 
in which either the husband or the wife makes the final 
decision. 

average person appeal Promotion that seeks to value a 
product or service because of its widespread, non-elitist 
appeal. 

average person approach A reference group appeal that 
employs the testimonials of stereotypical satisfied 
consumers. 

avoidance group A group with which a non-member does 
not identify and does not wish to be identified. 

avoidance object Product, person, service, condition or 
other item that the consumer wants to avoid or prevent, 
for example, a fine for speeding. 

awareness The first stage of the traditional adoption process. 

baby boomers Members of the population born between 
the years 1946 and 1964. 

back translation When a questionnaire is written in one 
language and translated into another by a translator 
and then translated back into the original by another 
translator. 

balance theory An attitude-change theory that postulates 
that individuals avoid inconsistency and seek harmony 
(consistency) by changing the weaker conflicting 
attitude to agree with the stronger attitude. 

behavioural learning theory Theory based on the premise 
that learning takes place as the result of observ- 
able responses to external stimuli. Also known as 
stimulus-response theory. See also conditioned learning 
and instrumental (operant) conditioning. 


beliefs Mental or verbal statements that reflect a person's 
particular knowledge and assessment about some idea 
or thing. 

benefits (or needs based) segmentation A form of psycho- 
logical segmentation based on the kinds of benefits 
consumers seek in a product. 

Bettman’s information-processing model One of several 
comprehensive models of consumer behaviour. 

brand attitude Summary of the mixture of consumer moti- 
vations in relation to a brand, some informational, some 
transformational. 

brand awareness Consumer’s knowledge of a brand, that 
may be measured by either recall or recognition. 

brand equity The advantage that a brand, its name and 
symbol gives to a product in terms of increased sales or 
price. 

brand loyalty Consistent preference and/or purchase of one 
brand in a specific product or service category. 

brand personality An association of a brand whereby it is 
imbued with human-like personality traits. 

brand personification Treating a brand as if it were a person. 

brief See request for tender (RFT). 

broad categorisers Those who are more likely to risk a poor 
product choice in order to maximise their product 
options. 

broadband services Pay television, online, interactive and 
home shopping services provided by a broadband cable 
or network. 

broadcast media Radio, television and broadband services. 

bundle pricing The marketing of two or more products in 
a single package for a special price. 

buyer The person who undertakes the activities to procure 
or obtain the product or service. 

BUYGRID Combining the buying categories with a more 
detailed analysis of the decision-making cycle. 

buying centre The group of people in an organisation 
involved in decision making related to purchases. 

CAMSA Council of Australian Marketing Services Associ- 
ations. 

CAPI (Computer Assisted Personal Interviewing) A tech- 
nique where the questionnaire is displayed on the screen 
of a portable or handheld computer. 

category width A cognitive personality scale that appears to 
be associated with the number of choices a person tends 
to consider when making product decisions. 

CATI (Computer Assisted Telephone Interviewing) A tech- 
nique which uses a computer screen to display the ques- 
tionnaire and capture the answers recorded. 

celebrity credibility The extent to which consumers believe 
that a celebrity is appropriate to promote a product 


or service in a particular category. 


celebrity endorser A person of particular fame or recogni- 
tion within society who is employed by companies to 
serve as a spokesperson for their product(s). 

central route to persuasion Communication which focuses 
directly on the product or service benefits. 

Chapin’s social status scale Measure of status based on type 
of possessions and condition of housing. 

claim/belief discrepancies Deceptive advertising where no 
factual error is made, but where a deceptive belief is 
created. 

claim/fact discrepancies The omission of some relevant 
qualification of a claim, resulting in misrepresentation. 

classical conditioning See conditioned learning. 

classless society Social system that has equality of status 
and resources across all groups. 

closure A principle of Gestalt psychology that stresses the 
individual’s need for completion. This need is reflected 
in the individual's subconscious reorganisation and 
perception of incomplete stimuli as complete or whole 
pictures. 

clutter The background noise provided by competing and 
other advertising that may prevent the marketer’s 
message being noticed. 

code of ethics A set of rules established and policed by a 
professional body or association that is designed to 
protect the rights of consumers, business clients and 
practitioners (e.g. the MRSA Code of Professional 
Behaviour). 

cognition Knowledge that is acquired by a combination of 
direct experience and related information from various 
SOUICES. 

cognitive age An individual’ perceived age (usually younger 
than their chronological age). 

cognitive component A part of the tricomponent attitude 
model that represents the knowledge, perception and 
beliefs that a consumer has with respect to an idea or 
object. 

cognitive dissonance theory A theory that holds that 
consumers experience some discomfort or concern 
about a purchase because of conflicting beliefs. It is 
based on the premise that purchase decisions often 
entail some compromise. 

cognitive learning Learning based on mental activity such 
as problem solving. 

cognitive learning theory A theory that holds that the kind 
of learning most characteristic of human beings is prob- 
lem solving, based on mental information processing. 

cognitive model of decision making A model that portrays 
consumers as active seekers of information that will 
enable them to make satisfactory purchase decisions. 

cognitive personality trait Need for cognition and visualisers 
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vs verbalisers are two cognitive personality traits that 
influence consumer behaviour. 

cohort A group of people from a particular era who have 
significance as they develop or age, e.g. baby boomers. 

cohort effects Unique purchase and consumption simi- 
larities that result from growing up or ageing in a 
particular chronological area. 

Collection District (CD) Smallest unit of analysis in the 
Census conducted by ABS every five years. Typically 
consists of 200-300 homes. 

commitment Strength of a consumer's relationship to a 
brand, service or product. Usually measured by the diffi- 
culty in getting a consumer to switch brands. 

communication The process whereby individuals share 
meaning and establish a commonness of thought, 
achieved by the transmission of a message from a sender 
to a receiver by means of some kind of signal sent 
through a channel of some kind. 

communication feedback Informing the originator of com- 
munication about the reaction to that communication; 
can be impersonal (such as market research into 
advertising effectiveness) or personal (such as a facial 
expression). 

community languages Languages, including English, in 
common use in Australia today. Believed to include 
more than 100 languages, including aboriginal lang- 
uages and the languages of NESB immigrant groups. 

comparative advertising Advertising that explicitly 
names or identifies one or more competitors of the 
advertised brand for the purpose of claiming superior- 
ity either on an overall basis or in selected product 
attributes. 

comparative reference group A group whose norms serve 
as a benchmark for highly specific or narrowly defined 
types of behaviour. See also normative reference group. 

compatibility The degree to which potential consumers 
feel that a new product is consistent with their present 
needs, values and practices. 

compensatory decision rule A type of decision rule in 
which consumers evaluate each brand in terms of each 
relevant attribute and then select the brand with the 
highest weighted score. 

cornplexity The degree to which a new product is difficult 
to comprehend and/or use. 

compliant individual One of three personality types identi- 
fied by Karen Horney. The compliant person is one who 
moves towards others (e.g. one who desires to be loved, 
wanted and appreciated by others). 

composite-variable index An index that combines a number 
of socioeconomic variables, such as education, income 


and occupation, to form one overall measure of social 
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class standing. See also single-variable index. 
compulsive consumption Addictive consumer behaviour, 
such as alcoholism. 

Compulsory Competitive Tendering (CCT) A formal 
requirement for certain government bodies to tender 
out some or part of their activities. 

conation The likelihood or tendency that an individual 
will undertake a specific action or behave in a particular 
way. 

conative component A part of the tricomponent attitude 
model that reflects a consumer's likelihood or tendency 
to behave in a particular way with regard to an attitude 
object. Also referred to as intention to buy. 

concentrated marketing Targeting a product or service to 
a single market segment with a unique marketing mix 
(price, product, promotion, method of distribution). 

concept A mental image of an intangible trait, character- 
istic or idea. 

conditioned learning According to Pavlovian theory, con- 
ditioned learning results when a stimulus paired with 
another stimulus that elicits a known response serves 
to produce the same response by itself. 

conformity The extent to which individuals adopt attitudes 
and/or behaviour consistent with the norms of a group 
to which they belong or would like to belong. 

conjunctive decision rule A non-compensatory decision 
rule in which consumers establish a minimally accept- 
able cut-off point for each attribute evaluated. Brands 
that fall below the cut-off point on any one attribute are 
eliminated from further consideration. 

consequence evaluations A part of the theory of trying, 
where attitudes toward success, failure and process are 
partly determined by consequence evaluations. 

consequence likelihood A part of the theory of trying, 
where attitudes toward success, failure and process are 
partly determined by consequence likelihoods. 

conspicuous product A product that is particularly notice- 
able, either visually (i.e. that it stands out), or verbally 
(i.e. of a high degree of interest or easily described). 
These products are often bought in consideration of 
others’ opinion. 

construct A term that represents or symbolises an abstract 
trait or characteristic, such as motivation or aggression. 

consumer A term used to describe two different kinds of 
consuming entities: personal consumers (who buy 
goods and services for their own or for household 
use) and organisational consumers (who buy products, 
equipment and services in order to run their organ- 
isations). 

consumer-action group Type of group of consumers that 
organises to correct specific consumer abuse and then 


disband, or those that organise to address broader, more 
pervasive, problem areas and operate over an extended 
or indefinite period of time. 

consumer behaviour The behaviour that consumers display 
in searching for, purchasing, using, evaluating and 
disposing of products, services and ideas. 

consumer boycott Where consumers decide not to buy a 
product or service on the basis of a moral judgment, 
e.g. consumer boycotts of French goods and services 
during French nuclear testing in 1995 and 1996. 

consumer conformity The willingness of consumers 
to adopt the norms, attitudes and behaviour of refer- 
ence groups. 

consumer decision rules Procedures adopted by consumers 
to reduce the complexity of making product and brand 
decisions. 

consumer education Programs designed to help consumers 
make better buying decisions. 

consumer ethnocentrism Suspicion of brands from other 
countries unrelated to characteristics of the product. 

consumer heuristics See consumer decision rules. 

consumer imagery Enduring perceptions or ideas that 
consumers have about a product, store or service. 

consumer innovativeness The degree to which consumers 
are receptive to new products, new services or new 
practices. 

consumer innovator See innovator. 

consumer innovator profile Characteristics of consumers 
that identify the distinctions among the earliest pur- 
chasers of a new product that allow segments to be 
developed. 

consumer involvement The extent to which consumers are 
concerned with a particular purchase decision and 
consider it to be important to them. 

consumer learning The process by which individuals 
acquire the purchase and consumption knowledge and 
experience that they apply to future related behaviour. 

consumer movement Groups of consumers and their organ- 
isations, such as the ACA, who focus on the rights of 
consumers and the ethical behaviour (or otherwise) 
of companies providing products and services. 

consumer panel A sample of consumers who record their 
consumer behaviour over an extended period, e.g. AGBS 
Brandscan. 

consumer profile Description of consumers in a target 
market. 

consumer protection Consumer-oriented laws that attempt 
to correct any power imbalance that exists between 
buyers and sellers (e.g. misleading and deceptive 
conduct, product failures and dangerous products 


being sold). 


consumer relevant groups Specific groups that have the 
potential to impact on consumer behaviour. 

consumer research Methodology used to study consumer 
behaviour. 

consumer research priorities Elements of consumer behav- 
iour that require research in order to further satisfy both 
organisational and societal needs. 

consumer sentiment Monthly measure of Australian 
consumers’ views on where the national economy and 
their personal finances are heading. 

consumer socialisation The process by which an individual 
first learns the skills and attitudes relevant to consumer 
purchase behaviour. 

consumption process A process consisting of three stages: 
the input stage, which establishes the consumption set 
and consuming style; the process of consuming and 
possessing, which includes using, possessing, collect- 
ing and disposing of things and experiences; and the 
output stage, which includes changes in feelings, 
moods, attitudes and behaviour toward the product 
or service. 

contactual group A formal or informal group with which 
a person has regular face-to-face contact and with 
whose values, attitudes and standards he or she tends 
to agree. 

content analysis A method for systematically and quanti- 
tatively analysing the content of verbal and/or pictorial 
communication. The method is frequently used to 
determine prevailing social values of a society. 

contestable income Household income which could be 
diverted to other spending. 

continuous innovation A new product entry that is an 
improved or modified version of an existing product 
rather than a totally new product. A continuous inno- 
vation has the least disruptive influence on established 
consumption patterns. 

contrast The difference between figure and ground. 

contrast effect An effect of the social judgment theory 
that suggests a highly involved person will interpret 
a message as more negative than it actually is, if the 
message is not congruent with their position. 

copy post-test A test to evaluate the effectiveness of an 
advertisement that has already appeared and to see 
which elements, if any, should be revised to improve 
the impact of the campaign or later advertising. 

copy pre-test A preliminary test of an advertisement before 
it is run to determine which, if any, elements of the 
advertising message should be revised before major 
media expenses are incurred. 

core values Values that are held by almost every person in 
a particular society. 
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corrective advertising Advertising designed to eliminate 
any residual effects of misleading advertising claims 
made by marketers. 

counterargument A type of thought or cognitive response 
a consumer has that is counter or opposed to the 
position advocated in a message. 

countersegmentation A strategy in which a company 
recombines two or more segments into a single segment 
to be targeted with an individually tailored product or 
promotional campaign. 

credence product Product that the consumer finds hard to 
evaluate even after purchase and consumption. 

credibility The consumer's perception of a celebrity's exper- 
tise and trustworthiness, thus providing strong referent 
power. 

crisis communication plan A plan developed for emergency 
communications that marketers may have to make, 
e.g. when a product is found to be dangerous and has 
to be withdrawn from the market. 

cross-cultural consumer analysis Research to determine 
the extent to which consumers of two or more 
nations are similar in relation to specific consumption 
behaviour. 

cross-cultural consumer research Consumer research 
Strategies designed to understand the similarities and 
differences between consumers of different cultures 
and countries. 

cross-cultural psychographic segmentation Tailoring 
marketing strategies to the needs (psychological, social, 
cultural and functional) of specific segments. 

cues Stimuli that give direction to consumer motives, i.e. 
that suggest a specific way to satisfy a salient motive. 

cultural anthropology The study of human beings that 
traces the development of core beliefs, values and 
customs passed down to individuals from their parents 
and grandparents. 

culturally diverse society A society in which each sub- 
culture has its own unique traits but still shares the 
dominant traits of the overall culture. 

culture The sum total of learned beliefs, values and customs 
that serve to regulate the consumer behaviour of 
members of a particular society. 

customer opportunity network A network designed to 
optimise customer opportunity. They are organised 
around groups or categories of need. 

customer profiling Identifying the key characteristics of indi- 
vidual customers that are useful for marketing to them. 

customs Overt modes of behaviour that constitute cultur- 
ally acceptable ways of behaving in specific situations. 

cut through The ability of advertising to be noticed, despite 
the clutter of competing advertising. 
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database marketing Use of systematic information on indi- 
vidual consumers to tailor marketing offers to them. See 
also direct marketing. 

deceptive advertising Advertising that presents or implies 
false or misleading information to the consumer. 

deceptive packaging A product strategy that misleads con- 
sumers, such as exaggerating package contents through 
design effects, not filling the content to the top, or over 
packaging. 

deceptive pricing A pricing strategy that misleads con- 
sumers, such as deliberately promoting a price discount 
or reduction from a high price list. 

decision A choice made from two or more alternatives. 

decision time Within the context of the diffusion process, 
the amount of time required for an individual to adopt 
(or reject) a specific new product. 

decoding Receivers’ interpretation of the messages they 
receive on the basis of their personal experience and 
personal characteristics. 

defence mechanism Method by which people mentally 
redefine frustrating situations to protect their self-image 
and self-esteem. 

defensive attribution A principle that suggests consumers 
are likely to accept credit for success (internal attribu- 
tion) and to blame others or outside events for failure 
(external attribution). 

demarketing The marketing task of discouraging consumers 
or consumer segments from purchasing specific goods. 

demographic segmentation The division of a total market 
into smaller subgroups on the basis of such objective 
characteristics as age, sex, marital status, income, occu- 
pation and education. 

deontology An ethical philosophy that places greater 
weight on personal and social values than on economic 
values. 

dependent variable A variable whose value changes as a 
result of a change in another (i.e. independent) variable. 
For example, consumer purchases are a dependent 
variable subject to level and quality of advertising 
(independent variables). 

depth interview A research technique in which consumers 
are interviewed one at a time. It is designed to uncover 
a consumer's underlying attitudes and/or motivations 
through a lengthy and relatively unstructured interview. 

detached personality One of three personality types identi- 
fied by Karen Horney. The detached person is one who 
moves away from others (i.e. who desires independence, 
self-sufficiency and freedom from obligations). 

differential threshold The minimal difference that can be 
detected between two stimuli. Also known as the j.n.d. 
(just noticeable difference). See also Weber’ law. 


differentiated marketing Targeting a product or service to 
several segments, using a specifically tailored product, 
promotional appeal, price and/or method of distribution 
for each. 

diffusion of innovations An area of research concerned with 
the diffusion and adoption of new products and services 
through a consumer market. 

diffusion process The process by which the acceptance of 
an innovation is spread by communication to members 
of a social system over a period of time. 

dinks Double income, no kids household, typically one 
consisting of a childless couple who are both working. 

direct mail Advertising that is sent directly to the mailing 
address of a target consumer. 

direct marketing A marketing technique that uses various 
media (mail, print, broadcast, telephone) to solicit a 
direct response from a consumer. See also database 
marketing. 

disclaimant group A group in which a person holds mem- 
bership, but of whose values, attitudes and behaviour 
he or she disapproves. 

discontinuous innovation A dramatically new product entry 
that requires the establishment of new consumption 
patterns. 

disguised question Market research question where the 
intent of the question is not revealed to the consumer. 

disintermediation Business model characterised by the 
supply chain between original supplier and ultimate 
buyer being shortened. 

disjunctive rule A non-compensatory decision rule in which 
consumers establish a minimally acceptable cut-off 
point for each relevant product attribute, so that any 
brand meeting or surpassing the cut-off point for any 
one attribute is considered an acceptable choice. 

dissolution The final stage of the family life cycle with only 
one surviving spouse. 

distributed learning Learning spaced over a period of time 
to increase consumer retention. See also massed learning. 

dogmatism A personality trait that reflects the degree of 
rigidity a person displays towards the unfamiliar, and 
towards information that is contrary to his or her own 
established beliefs. 

double jeopardy The situation where minor market share 
brands are at a disadvantage compared to major brands. 
Minor brands have fewer buyers and are purchased less 
frequently by these buyers and major brands have more 
buyers and are purchased more frequently. 

downward mobility Consumers who are losing affluence, 
relative to the rest of the community. 

drip-feed advertising Advertising shown over a long period 
but with a low to medium weight. 


drive An internal force that impels a person to engage in 
an action designed to satisfy a specific need. 

dyad A grouping of two parties (consumer—producer or 
supplier-manufacturer) interacting. 

dynamically continuous innovation A new product entry 
that is sufficiently innovative to have some disruptive 
effects on established consumption patterns. 

early adopters People who are among the first to sample 
a new product or service. 

early majority The bulk of the first half of the population 
of adopters. 

economic decision-making model A model that depicts the 
consumer as a perfectly rational being who objectively 
evaluates and ranks each product alternative and selects 
the alternative that gives the best value. 

effective reach The number of people in an advertising 
target group who have received three or more confirmed 
exposures to an ad or program. See also TARP. 

ego In Freudian theory, the part of the personality that 
serves as the individual’s conscious control. It functions 
as an internal monitor that balances the impulsive 
demands of the id and the sociocultural constraints of 
the superego. 

ego-defensive function A component of the functional 
approach to attitude change that suggests that con- 
sumers want to protect their self-concept from inner 
feelings of doubt. 

elaboration likelihood model A theory that suggests that a 
person’s level of involvement during message process- 
ing is a critical factor in determining which route to 
persuasion is likely to be effective. See central route 
to persuasion and peripheral route to persuasion. 

elderly consumers Consumers who are 65 years old 
and over. 

electronic shopping Direct marketing approach to shopping 
through home-shopping channels or programs. 

elimination-by-aspects rule Consumers rate attributes 
in order of importance and set minimum cut-off values. 
The most important attribute is considered first and any 
brand that does not have the minimum acceptable 
amount of the attribute is eliminated. Then the second 
most important attribute is considered and any brand that 
does not have the minimum acceptable amount of the 
attribute is eliminated. This process continues through 
the attributes until there is only one brand remaining. 

embeddedness Where the boundaries between organisa- 
tions become permeable, and with greater embedded- 
ness the greater the cooperation. 

embeds Disguised stimuli (often sexual in nature) that are 
planted in ads in an attempt to influence consumers 
subconsciously to buy the product. 
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emotional arousal Motives aroused through emotional 
factors (e.g. anger). 

emotional decision-making model A model that suggests 
consumers make decisions based on subjective criteria, 
such as love, pride, fear, affection and self-esteem, rather 
than objective evaluation. 

emotional motive An approach to a person, object, con- 
dition, product or service that is based on subjective 
criteria. For example, consumers may purchase a 
perfume on the basis of the feelings (mood, emotion, 
memories) it represents to them. 

empty-nest stage Stage of the family life cycle that is cate- 
gorised by children no longer living at home, and by 
parents being financially comfortable and in consider- 
ation of retirement. 

empty nesters People who live in households where their 
children have left home. 

encoding The process by which individuals select and assign 
a word or visual image to represent a perceived object. 

enculturation The learning of the culture of one’s own 
society. 

end-states of existence Personal goals that individuals work 
toward attaining or developing as part of their values. 

end-use consumption The actual consumption or use of 
a product by a consumer, who is not necessarily the 
buyer. 

end user Person who actually consumes a product or 
service, as opposed to the producer, wholesaler, retailer 
or buyer. 

endorsement Celebrities, who may or may not be users of 
a particular product or service, lending their names to 
advertisements for such products or services for a fee. 

Engel-Kollat-Blackwell (Engel-Blackwell-Miniard) model 
One of several comprehensive models of consumer 
behaviour. 

environmental arousal Motives activated at a particular time 
by specific cues in the environment. 

environmental marketing Advertising targeted to ecologic- 
ally concerned consumers. 

ESB English-speaking background. 

established families Families who have built up a relatively 
secure financial position and whose family life is intact. 

ethnic subculture People who identify with a particular 
distinct cultural group that is a segment within a larger 
society. 

ethnography Study of consumers in their natural habitats, 
their social behaviours and beliefs. Case studies and 
participant observation are typical methods. 

European Union (EU) Membership of European countries 
that allows freer cross-country investment and trade. 
Currently there are 15 member nations — Austria, 
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Belgium, Denmark, Finland, France, Germany, Greece, 
Ireland, Italy, Luxembourg, the Netherlands, Portugal, 
Spain, Sweden, and the United Kingdom. 

evaluation The third stage of the traditional adoption 
process, in which the consumer either draws con- 
clusions about a product innovation or determines if 
further information is needed. 

evaluation of alternatives A stage in the consumer decision- 
making process in which the consumer appraises the 
benefits to be derived from each of the product alter- 
natives being considered. 

evoked set The specific brands a consumer considers in 
making a purchase choice in a particular product 
category. 

executions See advertising executions. 

expectation Anticipation of product or service, often 
affected by advertising. 

expected self-image How individuals expect to see them- 
selves at some specified future time. 

experience product A product whose attributes can only 
be discerned after purchase or during consumption. 

experientialism An approach to the study of consumer 
behaviour that focuses on the consumption experience. 
See also interpretivist and postmodernism. 

expert appeal The promotional use of a person who, 
because of his or her occupation, special training or 
experience, is able to speak knowledgeably to the 
consumer about the product or service being advertised. 

exploratory qualitative phase The phase of an in-depth 
segmentation study in which usage patterns, buying 
habits, benefits sought and consumer attitudes about a 
product class are examined. 

exploratory quantitative phase The phase of an in-depth 
segmentation study in which brand similarities, con- 
sumer attitudes, perceptions of brand images and 
preferences are measured. 

extended family A household consisting of a husband, wife, 
offspring, and at least one other blood relative. 

extended self Enhancement of people’s view of themselves 
on the basis of their possessions. 

extensive problem solving A search by the consumer to 
establish the necessary product criteria to evaluate know- 
ledgeably the most suitable product to fulfil a need. 

external attribution A principle that suggests that con- 
sumers are likely to credit their success in using a 
product to outside sources. 

extinction The point at which a learned response ceases to 
occur because of lack of reinforcement. 

extrinsic cues Cues external to the product, such as price, 
store image or brand image, that serve to influence the 
consumers perception of a product’s quality. 


factor analysis Statistical data reduction technique. Used 
to identify a small group of dimensions underlying 
responses to a set of attitudes in a survey, or to cluster 
consumers into groups, according to their responses on 
a survey. 

family Two or more people related by blood, marriage or 
adoption who reside together. 

family branding The practice of marketing several company 
products under the same brand name. 

family gatekeeper A family member who controls the 
flow of information to the family about products and 
services, thereby regulating the related consumption 
decisions of other family members. 

family influencer A family member who provides product- 
related information and advice to other members of 
the family, thereby influencing related consumption 
decisions. 

family life cycle (FLC) Classification of families into sig- 
nificant stages. The five traditional FLC stages are young 
singles, young marrieds, parenthood, post-parenthood 
and dissolution. 

family role structure orientation Patterns of decision 
making in families, based on the roles given to groups 
such as women or fathers. 

feedback See communication feedback. 

field observation A cultural measurement technique that 
takes place within a natural environment (sometimes 
without the subject’s awareness—see shadow shopping) 
and focuses on observing behaviour. 

figure and ground A Gestalt principle of perceptual organ- 
isation that focuses on contrast. Figure is usually 
perceived clearly because, in contrast to (back)ground, 
it appears to be well-defined, solid and in the forefront, 
while the ground is usually perceived as indefinite, hazy 
and continuous. Music can be figure or (back)ground. 

financial risk The perceived risk that the product will not 
be worth the cost. 

firmagraphics Broad characteristics of business, including 
business size, customer base, sole versus multiple 
location(s), geographical location and industry type. 

fixated consumers Those who have a passionate interest in 
a specific product category. 

fixated consumption behaviour The normal and socially 
acceptable consumption behaviour whereby individuals 
possess a deep interest in a particular object or product 
category, a willingness to go to considerable lengths to 
secure additional examples of the object or product of 
interest, and a dedication of a considerable amount 
of discretionary time and money to searching out the 
object or product. 

focus group A qualitative research method in which 8-10 


people participate in an unstructured group interview 
about a product or service concept. 

foot-in-the-door technique A theory of attitude change that 
suggests individuals form attitudes that are consistent 
with their own prior behaviour. 

formal group A group that has a clearly defined structure, 
specific roles and authority levels, and specific goals 
(e.g. a political party). 

formal learning of culture Cultural values taught in a 
formal way (e.g. at school or in church). 

formal source Direct communication between a person 
representing a profit or non-profit organisation and one 
or more others (e.g. a discussion between a salesperson 
and a prospect). 

four-way categorisation of interpersonal communication 
Classification of individuals on the basis of opinion 
leadership scores, such as socially integrated, socially 
independent, socially dependent and socially isolated. 

framing The process whereby consumers assign losses 
and gains. 

frequency How often advertisements are run during a 
specified period of time. 

Freud’s stages of personality development Freud postu- 
lated that the personality is formed as the individual 
passes through the following stages of infant and child- 
hood development: oral, anal, phallic, latent and genital. 

Freudian theory A theory of personality and motivation 
developed by the psychoanalyst Sigmund Freud. See 
also psychoanalytic theory of personality. 

friendship group Generally an informal group that is 
unstructured and lacks specific authority levels — the 
most influential group after family. 

frustration Emotional state that occurs when something 
blocks consumers from expressing their wants or desires. 

functional approach An attitude-change theory that classi- 
fies attitudes in terms of four functions: utilitarian, 
ego-defensive, value expressive and knowledge. 

functional risk The perceived risk that a product or service 
will not perform as expected. 

gatekeeper Person who controls whether a piece of com- 
munication is passed on to other people. 

gay subculture A distinct cultural group that exists on the 
basis of homosexuality as an identifiable segment within 
our larger more complex society. 

gender subculture A type of subcultural category based on 
sex, roles and identity of a particular gender. 

Generation X Members of the population born between the 
years 1965 and 1979 (also referred to as Xers or 
busters). 

Generation Y Members of the population born between the 
years 1980 and 1994. 
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generic goals The general classes or categories of goals that 
individuals select to fulfil their needs. See also product- 
specific goals. 

genetically modified Containing genetic material from other 
organisms, modified genetic materials etc. 

geodemographic clustering See geodemographic segmentation. 

geodemographic segmentation A composite segmentation 
strategy that uses both geographic variables (ABS Collec- 
tors Districts, postcodes, local government areas) and 
demographic variables (income, occupation, value of 
residence) to identify target markets. 

geographic segmentation The division of a market by 
location such as geographic variables (e.g. region, state 
or city). 

Gestalt A German term meaning ‘pattern’ or ‘configuration’ 
which has come to represent various principles of 
perceptual organisation. See also perceptual organisation. 

Gestalt psychology School of psychology that developed 
specific principles underlying perceptual organisation 
and the understanding of stimuli. 

global advertising The advertising of a brand throughout 
the world with the same campaign. 

global advertising strategy Marketing strategy that focuses 
on creating a world brand that appeals to markets across 
international borders. 

global brand A brand which is marketed in numerous 
countries. 

goal The sought-after result of motivated behaviour. 
A person fulfils a need through achievement of a goal. 

granfalloon Term coined by novelist Kurt Vonnegut to mean 
a false and arbitrary sense of belonging to a group. 

green advertising A marketing strategy with a strong 
emphasis on protecting the environment. 

group Iwo or more people who interact on a regular 
or irregular basis in their pursuit of individual or 
common goals. 

group cohesiveness The extent to which group members 
tend to ‘stick together and follow group norms. 

group norms The implicit rules of conduct or standards of 
behaviour which members of a group are expected to 
observe. 

grouping Gestalt principle by which people organise stimuli 
into groups. 

habit A consistent pattern of behaviour performed without 
considered thought. Consistent repetition is the hall- 
mark of habit. 

habituation The mechanism by which an individual 
systematically ignores those stimuli (e.g. products or 
advertising messages) that are predictable or readily 
recognisable because of excessive repetition. See also 
wearout. 
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halo effect A situation in which the perception of a person 
on a multitude of dimensions is based on the evaluation 
of just one (or a few) dimensions (e.g. he is trustworthy, 
fine and noble because he looks you in the eye when he 
speaks). Also describes the action of people who respond 
in a similar way to a long list of statements testing 
attitudes. 

hemispheral lateralisation Learning theory in which the 
basic premise is that the right and left hemispheres of 
the brain specialise in the way they process informa- 
tion. Also known as split brain theory. 

heuristics See consumer decision rules. 

hierarchy of human needs See Maslow’ need hierarchy 

hierarchy of needs See Maslow’ need hierarchy. 

high involvement A situation where consumers judge a 
purchase decision to be important enough to engage in 
extensive information search prior to making a decision. 

high-tech positioning Marketing that represents a product 
in terms of its technological features. 

household The family is one type of household. Another 
type comprises those living together who are not related 
by blood, marriage or adoption — often termed ‘group 
households’. 

Howard-Sheth model One of several comprehensive models 
of consumer behaviour. 

husband-dominated Households where the husband makes 
a disproportionate number of purchase decisions. 

hypothesis A tentative statement of a relationship between 
two or more variables. 

hypothetical construct See construct. 

id In Freudian theory, the part of the personality that 
consists of primitive and impulsive drives that the 
individual strives to satisfy. 

ideal age The age a person would like to be. 

ideal self-image How individuals would like others to 
perceive them. 

ideal social self-image Element of the self construct that is 
the way consumers would like others to perceive them. 

imagery The forming of mental images by consumers. 

imitative purchasers People who follow the lead of early 
adopters of a new product or service. 

independent variable A variable that can be manipulated 
to effect a change in the value of a second (i.e. depen- 
dent) variable. For example, price is an independent 
variable that often affects sales (the dependent variable). 

index of status characteristics (ISC) A measure of social 
class that combines occupation, source of income (not 
amount), house type and dwelling area into a single 
weighted index of social class standing. Also known as 
Warners ISC. 

indirect reference group Individuals or groups with whom 


a person identifies but does not have face-to-face 
contact, such as TV personalities, sports heroes, politi- 
cal leaders or humanitarians. 
inept set Brands that a consumer excludes from purchase 
consideration. 
inert set Brands that a consumer is indifferent towards because 
they are perceived as having no particular advantage. 
influence strategies Planned promotions designed to change 
consumer behaviour or attitudes. 
infomercial Thirty-minute commercials that appear to 
the average consumer to be documentaries and thus 
receive more attentive viewing than obvious com- 
mercials would receive. Usually they contain direct 
marketing advertisements for the products featured. See 
also advertorial. 
informal group A group of people who see each other 
frequently on an informal basis, such as weekly poker 
players or social acquaintances. 
informal learning of culture Situations in which a child 
learns primarily by imitating the behaviour of selected 
others (family, friends, television characters). 
informal source Direct communication between two or 
more people who are friends, neighbours, relatives or 
co-workers. 
information overload A dysfunctional situation in which 
the consumer is presented with too much product- or 
brand-related information. 
| information processing A cognitive theory of human 
learning patterned after computer information pro- 
cessing which focuses on how information is stored in 
human memory and how it is retrieved. 
informational motivation Describes negative motivation 
that advertising uses when it removes a problem, 
prevents a problem, provides a solution for lack of satis- 
faction, involves a product with positive and negative 
features or describes a product where the consumer has 
| need of further supplies. 
| innate needs Physiological needs for food, water, air, 
| clothing, shelter and sex. Also known as biogenic needs 
or primary needs. 
inner-directed consumers Consumers who tend to rely on 
their own inner values or standards when evaluating 
new products and who are likely to be consumer 
innovators. 
innovation Any new product, service, idea or practice. 
innovation decision process An update of the traditional 
adoption process model, consisting of the following 
four stages: knowledge, persuasion, decision and con- 
firmation. 
innovativeness A measure of a consumer's willingness to 


try new products. 


innovator An individual who is among the earliest pur- 
chasers of a new product. 

institutional advertising Advertising designed to promote a 
favourable company image rather than to promote 
specific products. 

instrumental (operant) conditioning A form of learning 
based on a trial-and-error process, with habits formed 
as the result of positive experiences resulting from 
certain responses or behaviours. See also conditioned 
learning. 

instrumental values Values which are a means to an end, 
i.e. to help people fulfil their ultimate values. 

intention to buy Consumer state where a decision has been 
made to purchase, but purchase has not occurred. 

interactive marketing messages Advertising that uses a 
medium in which the consumer can be in dialogue with 
the marketer (e.g. on the Internet or in using interactive 
broadband services). 

interactivity The process of getting consumers involved in 
advertising, where marketers indulge in a two-way 
communication with customers. Telstra’s broadband 
services, such as home banking, provide communica- 
tion of this type. 

interest The stage of the traditional adoption process in 
which the consumer actively seeks out information 
concerning a new product innovation. See also AIDA 
model. 

interference Where previous learning disrupts new learning 
(e.g. an advertisement for a new brand is mistaken for 
the main brand). 

intermarket organisation A network designed to exploit 
intermarket synergies. 

intermediary audience Wholesalers, distributors and retailers 
who are targeted with trade advertising designed to 
persuade them to order and stock merchandise, and 
relevant specifiers, such as architects and doctors, who 
are sent advertising and samples in the hope that they 
will select them on behalf of their customers. 

internal attributions A principle that suggests that con- 
sumers are likely to credit their success in using a 
product to their own skill. 

interpersonal communication Communication that occurs 
directly between two or more people by mail, telephone 
or 1n person. 

interpretivist A researcher who seeks to find common 
patterns of operative values, meaning and behaviour 
across consumption situations. 

intrinsic cues Physical characteristics of the product (such 
as size, colour, flavour or aroma) that serve to influence 
the consumer's perceptions of product quality. 

involvement theory A theory of consumer learning which 


Glossary 625 


postulates that consumers engage in a range of infor- 
mation-processing activity, from extensive to limited 
problem solving, depending on the relevance of the 
purchase. 

Jungian personality types Carl Jung’s theories and insights 
concerning personality types that are specifically relevant 
to consumer behaviour, particularly the dimensions 
of sensing—intuiting, thinking—feeling, extroversion— 
introversion and judging—perceiving. See also MBTI. 

just noticeable difference (j.n.d.) The minimal difference 
that can be detected between two stimuli. See also differ- 
ential threshold and Weber’ law. 

keiretsu A coalition of Japanese firms that do business 
with each other on the basis of historical, organisational 
and personal ties between the management of the 
companies. 

key informant A person who is keenly aware or know- 
ledgeable about the nature of social communication 
among members of a specific group. 

key informant method A method of measuring various 
aspects of consumer behaviour (such as opinion lead- 
ership or social class) whereby a knowledgeable person 
is asked to classify individuals with whom he or she is 
familiar into specific categories. 

knowledge function A component of the functional 
approach to attitude-change theory that suggests 
consumers have a strong need to know and understand 
the people and things they come into contact with. 

laggards People who are among the last to adopt a new 
product or service. 

latchkey children Children who arrive home when there 
are no adults present. 

late majority The bulk of the last half of the population to 
adopt a new product or service. 

leading indicator A social measure that provides good 
evidence of a coming change in economic conditions. 

learning The process by which individuals acquire the 
knowledge and experience they apply to future purchase 
and consumption behaviour. 

level of aspiration The personal goals that an individual 
may set for themselves and strive towards. 

lexicographic decision rule A non-compensatory decision 
rule in which consumers first rank product attributes 
in terms of their importance, then compare brands in 
terms of the attribute considered most important. If one 
brand scores sufficiently high, it is selected; if not, the 
process is continued with the second-ranked attribute, 
and so on. 

licensing The use by manufacturers and retailers (for a fee) 
of well-known celebrity or designer names to acquire 
instant recognition and status for their products. 
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lifestyle See psychographics. 

lifestyle profiles of social classes A constellation of specific 
lifestyle factors (shared beliefs, attitudes and behaviours) 
that tend to distinguish the members of particular social 
classes. 

Likert scale Scale for measuring attitudes. Based on a 
balance of positive and negative response codes 
(e.g. levels of agreement) that can be treated as interval 
data and hence summated. 

limited problem solving A limited search by a consumer 
for a product that will satisfy his or her basic criteria 
from among a selected group of brands. 

List of Values (LOV) A values scale designed to be used in 
surveying consumers’ personal values. It contains nine 
value items based on the terminal values of Rokeach. 

localised marketing Marketing tailored to the special 
circumstances, consumers and advertising media in 
particular national or sub-national markets. 

long-term store In information-processing theory, the stage 
of real memory where information is organised, reor- 
ganised and retained for relatively extended periods 
of time. 

low involvement A situation where consumers judge a 
purchase decision to be so unimportant or routine that 
they engage in little information search prior to making 
a decision. 

loyalty The commitment of a consumer to a product or 
service, measured by repeat purchase or attitudinal 
commitment. 

mail survey Survey using self-completion questionnaires 
mailed to respondents. 

manufacturer's image The way in which consumers view 
(i.e. perceive) the ‘personality’ of the firm that produces 
a specific product. 

market maven Individual whose influence stems from a 
general knowledge or expertise in specific areas that leads 
to an early awareness of new products and services. 

market-oriented definition of innovativeness Judges the 
newness of a product in terms of how much exposure 
consumers have to the new product. 

market segment A segment of a market which is homoge- 
neous in terms of one or more relevant characteristics. 

market segmentation The process of dividing a potential 
market into distinct subsets of consumers and selecting 
one or more segments as a target market to be reached 
with a distinct marketing mix. 

marketing abuses Misconduct or behaviour that exploits 
consumers, engaged in by companies in the marketing 
of their products. 

marketing activities Strategies designed to enhance the 
flow of goods, services and ideas from producers to 


consumers in order to satisfy consumer needs and 
wants. 

marketing concept A consumer-oriented philosophy that sug- 
gests that the satisfaction of consumer needs provides the 
focus for product development and marketing strategy 
to enable the firm to meet its own organisational goals. 

marketing ethics Designing, packaging, pricing, advertising 
and distributing products in such a way that negative 
consequences to consumers, employees and society in 
general are avoided. 

marketing mix The unique configuration of the four basic 
marketing variables (product, promotion, price and 
channels of distribution) that a marketing organisation 
controls in product marketing (the 4 Ps). Service 
marketers usually add physical facilities, procedures and 
personnel to this list. 

marketing myopia Focus on the product rather than on the 
consumer need it is supposed to satisfy. 

marketing of social causes Advertising campaigns designed 
to promote socially desirable behaviour. 

Maslow’s need hierarchy A theory of motivation that 
postulates that individuals strive to satisfy their needs 
according to a basic hierarchical structure, starting with 
physiological needs, then moving to safety needs, social 
needs, egoistic needs and, finally, self-actualisation 
needs. 

mass (impersonal) communication Communication 
directed to a large and diffuse audience, with no direct 
communication between source and receiver. 

mass customisation Products and services specially 
customised to individual customers using a database. 
To do this requires customer profiling. 

mass marketing The practice of offering a single product 
and marketing mix to the whole potential market. 

mass media Form of communication that does not involve 
direct person to person contact, and can include print 
(magazines, newspapers, billboards), broadcast (radio 
and television), and electronic media (the Internet). 

massed learning Compressing the learning schedule into a 
short time span to accelerate consumer learning. See 
also distributed learning. 

materialism Distinguishes between individuals who regard 
possessions as essential to their identities and lives and 
those who regard possessions as secondary. 

materialistic consumers Consumers who value the acqui- 
sition and display of more and more possessions. 

MBTI Myers-Briggs Type Indicator. Personality test based 
on Jungian personality types. 

means-end chain Gutman describes the interface between 
culture and consumer behaviour as a means-end chain. 
The means are the vehicle for attaining personal values 


with the consumption goals as an intermediary between 
them. 

media demassification Publishers shifting their focus 
from large, general interest audiences to smaller, more 
specialised audiences (e.g. women’s magazines, broad- 
band television services). 

media strategy An essential component of a communica- 
tion plan which calls for the placement of advertise- 
ments in the specific media used by selected segments 
in order to achieve a desired reach and frequency. 
See also TARP. 

medium A channel through which a message is transmitted 
(e.g. TV commercial, newspaper advertisement or 
personal letter). 

mega-brand Major brand, usually with international 
recognition (e.g. Coca-Cola). 

membership group A group to which a person either 
belongs or qualifies for membership. 

message The thought, idea, attitude, image or other infor- 
mation that a sender conveys to an intended audience. 

message comprehension The extent of meaning derived 
from the message. 

message framing Positively constructed messages (those 
that specify benefits to be gained by using a product) 
are more persuasive than negatively constructed 
messages (that specify benefits lost by not using a 
product). 

micromarketing Marketing strategies directed to small 
segments (e.g. regions) that are specially geared to their 
needs and conditions. 

misleading advertising Advertising which makes or implies 
untrue statements about product or service benefits. 

model A simplified representation of reality designed 
to show the relationships between the various elements 
of a system or process under investigation. 

modelling A way of learning in which individuals observe 
the behaviour of others, remember it and imitate it. 

modified rebuy A buying decision where there is either 
some change in a firm’s requirements or in what the 
market has to offer. 

mood Feelings or affect experienced by a consumer at a 
particular point of time. 

MOSAIC A geodemographic classification of Australians 
developed by Pacific Micromarketing. 

mossers Acronym for middle-aged, overstressed, semi- 
affluent suburbanites. 

motivation The driving force within individuals that impels 
them to action. 

motivational research Qualitative research designed to 
uncover consumers’ subconscious or hidden motiva- 
tions. The basic premise of motivational research is that 
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consumers are not always aware of, or may not wish to 
reveal, the basic reasons underlying their actions. 

MRQA Inc Market Research Quality Australia. Organisa- 
tion that audits the quality of market research fieldwork 
under the Interviewer Quality Control Australia scheme. 

MRSA Market Research Society of Australia. 

multi-attribute attitude models Attitude models that 
examine the composition of consumer attitudes in terms 
of selected product attributes or beliefs. 

multicultural society Society which encourages diversity 
in cultural values and practices, within an agreed legal 
system. 

multinational strategy Any strategy that aids a multi- 
national organisation to compete effectively in diverse 
target markets throughout an international market. 

multiple self Concept that recognises that consumers will 
vary their behaviour depending on the people they are 
with and the situation they are experiencing. 

multi-step flow of communication theory A revision of the 
traditional two-step theory that shows multiple com- 
munication flows: from the mass media simultaneously 
to opinion leaders, opinion receivers and information 
receivers (who neither influence nor are influenced by 
others); from opinion leaders to opinion receivers; and 
from opinion receivers to opinion leaders. 

narrow categorisers Those who prefer to limit their pur- 
chase decisions to known and safe choices. 

national brands Brands which are promoted and distributed 
in all the main markets. 

need for cognition The personality trait that measures 
a person's desire for or enjoyment of thinking. 

need recognition The realisation by the consumer that there 
is a difference between ‘what is’ and ‘what should be’. 

negative influence The effect of a particular reference group 
whose values are not shared by those of the consumer. 

negative motivation A driving force away from some object 
or condition, for example, drink-driving advertisements 
aimed at getting drivers not to drink and drive. 

negative reinforcement An unpleasant or negative out- 
come that serves to discourage repetition of a specific 
behaviour. 

neo-Freudian personality theory A school of psychology 
that stresses the fundamental role of social relationships 
in the formation and development of personality. 

neo-Pavlovian theory Consumers can be viewed as infor- 
mation seekers who use logical and perceptual relations 
among events, together with their own preconcep- 
tions, to form a sophisticated representation of the 
world. 

NESB Non-English-speaking background. Describes a 
person whose first language is not English. 
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network A way of representing intra- and inter-business 
relationships. 

network integrator A supply chain in which a network of 
firms have joint ownership. 

network structure The pattern of relationships that indi- 
viduals have with other people in their organisation or 
virtual organisation. 

new-age elderly Older consumers whose lifestyles and 
values are atypical of most elderly. 

new buy (task) A decision to acquire a new item that has 
never been purchased before by the firm. 

niche marketing See micromarketing. 

Nicosia model One of several comprehensive models of 
consumer behaviour. 

non-compensatory decision rule A type of consumer 
decision rule whereby positive evaluation of a brand 
attribute does not compensate for (i.e. is not balanced 
against) a negative evaluation of the same brand on 
some other attribute. 

non-probability sample Where relationship between sample 
and population is not known (i.e. convenience, judg- 
ment, quota or snowball samples). 

non-profit marketing The use of marketing concepts and 
techniques by not-for-profit organisations (such as 
museums or government agencies) to impart informa- 
tion, ideas, fund-raising products or attitudes to various 
segments of the public. 

non-traditional FLC stages An FLC schema that includes 
non-traditional household types (e.g. gay couples, 
divorced young adults). 

normative reference group A group that influences the 
general values or behaviour of an individual. See also 
comparative reference group. 

North American Free Trade Agreement (NAFTA) Trade 
bloc formed by the USA, Canada and Mexico. 

not-for-profit marketing See non-profit marketing. 

nuclear family A household consisting of a husband and 
wife and at least one offspring. 

nutritional labelling The placement on processed foods of 
labels to reveal the ingredients, health claims and dates 
marks etc. 

objective measurement of social class A method of measur- 
ing social class whereby individuals are asked specific 
socioeconomic questions concerning themselves or their 
families. On the basis of their answers, people are placed 
within specific social class groupings. 

objective method Method for measuring opinion leader- 
ship by putting consumers in an artificial leadership 
situation and measuring how they behave. 

objective price claims Provide a single discount level. 

observability The ease with which a product's benefits or 


attributes can be observed, visualised or described to 
potential customers. 

observational research A research procedure which 
examines the actual behaviour of consumers in the 
marketplace. 

occupational status The measure of a person’s social 
standing on the basis of his or her occupation. 

one-sided (supportive) message A message that tells only 
the benefits of a product or service. 

open-ended question Survey question where the answers 
are not pre-coded. Normally used where the researcher 
needs further information (e.g. ‘Why do you say that?’). 

opinion leader A person who informally influences the atti- 
tudes or behaviour of others. 

opinion leadership The process by which one person (the 
opinion leader) informally influences the actions or atti- 
tudes of others, who may be opinion seekers or opinion 
recipients. 

opinion leadership overlap The degree to which people 
who are opinion leaders in one product category are 
also opinion leaders in one or more other categories. 

opinion receiver/recipient Individual who either actively 
seeks product information from others or receives 
unsolicited information. 

opinion seekers Consumers who actively seek information 
about a product or service they are considering. 

optimising decision strategy A strategy whereby a con- 
sumer evaluates each brand in terms of significant 
product criteria. See also simplifying decision strategy. 

optimum stimulation level (OSL) The level or amount of 
novelty or complexity that individuals seek in their 
personal experiences. High OSL consumers tend to 
accept risky and novel products more readily than low 
OSL consumers. 

ordered protection motivation (OPM) model Proposes that 
individuals cognitively appraise the available informa- 
tion regarding the severity of the threat, then they 
appraise the likelihood that the threat will occur; 
they evaluate whether coping behaviour can eliminate 
the threat’s danger and, if so, whether they have the 
ability to perform the coping behaviour. 

organisational consumer A purchasing agent (or group) 
employed by a business, government agency or other 
institution, profit or non-profit, that buys the goods, 
services or equipment necessary for the organisation 
to function. 

other-directed consumers Consumers who look to others 
for direction and approval. 

outsourcing Practice by which organisations arrange for 
suppliers to conduct an activity (such as marketing) 
previously conducted within the organisation. 


packaging-to-price deception Maintaining the price and 
size of a package while reducing the contents. 

parenthood The stage in the family life cycle where a 
married couple has at least one child living at home. 

participant observer A researcher who becomes an active 
member of the environment he or she is studying. 

passive decision-making model A theory that depicts the 
consumer as a submissive recipient of the promotional 
efforts of marketers. 

payer The person who provides the money or other object 
of value to obtain the product or service. 

penetration policy Strategy of a low price for a new product 
in order to encourage widespread adoption. 

perceived age See cognitive age. 

perceived quality The quality attributed to a product by the 
consumer on the basis of various informational cues 
associated with the product; some cues are intrinsic to 
the product or service, others are extrinsic (e.g. price, 
store image, service environment, brand image and 
promotional messages). 

perceived risk The degree of uncertainty perceived by 
the consumer as to the consequences (outcomes) of a 
specific purchase decision. 

perception The process by which an individual selects, 
organises and interprets stimuli into a meaningful and 
coherent picture of the world. 

perceptual bias Occurs when a consumer's expectation or 
previous experience distorts what they perceive. See also 
selective attention. 

perceptual blocking The subconscious ‘screening out’ of 
stimuli that are threatening or inconsistent with one’s 
needs, values, beliefs or attitudes. 

perceptual defence The process of subconsciously distorting 
stimuli to render them less threatening or inconsistent 
with one’s needs, values, beliefs or attitudes. 

perceptual interpretation The individual interpretation of 
stimuli based on expectations in light of previous expe- 
riences, on the number of plausible explanations that 
they can envision, and on their motives and interests at 
the time of perception. 

perceptual mapping A research technique that enables 
marketers to plot graphically consumers’ perceptions 
concerning product attributes of specific brands. 

perceptual organisation The subconscious ordering and 
perception of stimuli into groups or configurations 
according to certain principles of Gestalt psychology. 

perfect decision A rational choice made on the basis of 
complete information. 

peripheral route to persuasion Communication taking an 
indirect approach to persuasive communication, usually 
for low-involvement products or services. 
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permission marketing Marketing communications strategy 
whereby a consumer gives permission to a marketer to 
communicate promotional information. 

personal consumer The individual who buys goods and 
services for his or her own use, for household use, for 
the use of a family member, or for a friend. Sometimes 
referred to as the ultimate consumer or end user. 

personal interview Interview conducted face-to-face. 

personality The inner psychological characteristics that 
both determine and reflect how people respond to their 
environment. 

personality scale A series of questions or statements 
designed to measure a single personality trait. 

personality test A pencil-and-paper test designed to 
measure an individual’s personality in terms of one or 
more traits or inner characteristics. 

physical risk The perceived risk to self and others that the 
product may pose. 

physiological needs Innate needs (e.g. biogenic) including 
the needs for food, water, air, clothing, shelter and sex. 
Also known as primary needs. 

political marketing The use of marketing concepts and 
techniques by candidates for political office and by those 
interested in promoting political causes. 

political persuasion The process of using various 
techniques to influence the voting decisions of indi- 
viduals. 

positioning Establishing a specific image for a brand in rela- 
tion to competing brands. See also product positioning. 

positive motivation A driving force towards an object, 
condition, product or service (e.g. Hoyts promoting 
a film so consumers will come to see it). See also trans- 
formational motivation. 

positive reinforcement A favourable outcome to a specific 
behaviour that strengthens the likelihood that the 
behaviour will be repeated. 

positivist A researcher who uses rigorous empirical tech- 
niques to discover generalised explanations and laws. 

post-campaign research The third stage of market research 
into the effectiveness of mass communication and adver- 
tising, designed to measure the awareness, recall and 
accuracy of the message. 

postmaterialism A social perspective that suggests a 
back-to-basics lifestyle is more enjoyable and socially 
responsible than an obsession with ever-increasing 
material goods. 

postmodernism Philosophical approach which is interested 
in going beyond what consumers do and the stimuli 
that bombard them to an understanding of how they 
construct and interpret the world in which they live and 


consume. 
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post-parenthood The stage in the family life cycle when a 
married couple has all children living permanently apart 
from them. 

post-purchase cognitive dissonance The discomfort or 
dissonance that consumers experience as a result of 
conflicting information. See balance theory. 

post-purchase dissonance Cognitive dissonance that occurs 
after a consumer has made a purchase commitment. 
Consumers resolve this dissonance through a variety of 
strategies designed to confirm the wisdom of their 
choice. See also cognitive dissonance theory. 

post-purchase evaluation An assessment of a product based 
on actual trial after purchase. 

power group When consumers are primarily concerned 
with the power that a group can exert over them, they 
might choose products or services that conform to 
the norms of that group in order to avoid ridicule or 
punishment. 

power imbalance A one-sided commercial advantage 
for a supplier or buyer. 

power need The need to exercise control over one’s 
environment, including other people. 

precision targeting Advertising campaign that efficiently 
reaches most of the target audience, but few other people. 

preconceptions Ideas, expectations and beliefs that con- 
sumers take into a buying situation. 

predatory pricing Anti-competitive behaviour by an estab- 
lished company which temporarily drops prices to 
prevent a competitor gaining a viable place in the 
market. 

prepotent need An overriding need, from among several 
needs, that serves to initiate goal-directed behaviour. 

pre-purchase search A stage in the consumer decision- 
making process in which the consumer perceives a need 
and actively seeks out information concerning products 
that will help satisfy that need. 

pre-testing The first stage of market research into the 
effectiveness of new communication and advertising, 
which is presented to a sample audience and designed 
to measure the overall effect of the advertisement on 
consumers. The results of this research can reshape or 
remake the particular advertisement. 

price-quality relationship The perception of price as an 
indicator of product quality (i.e. the higher the price, 
the higher the perceived quality of the product). 

price-sensitive consumers Consumers who buy a product 
mainly on the basis of price. 

primacy effect A theory that proposes that the first (i.e. the 
earliest) message presented in a sequential series of 
messages tends to produce the greatest impact on the 
receiver. See also recency effect. 


primary data Information that is collected through surveys, 
interviews, questionnaires, observation or experimen- 
tation for a specific research project. 

primary group A group of people who interact (e.g. meet 
and talk) on a regular basis, such as members of a 
family, neighbours or co-workers. 

primary needs See innate needs. 

primary research Research that is collected for a specific 
purpose by or on behalf of the marketer who uses that 
research. Most market research is of this type. See 
secondary research. 

print media Mainly newspapers, magazines and letterbox 
advertising. 

private label brand A major manufacturer will prepare a 
special brand for a retailer (e.g. Australia’s Choice brand 
for Kmart). 

privatisation The selling of government owned/controlled 
enterprises to private business. 

PRIZM Potential Rating Index by Zip Market. A composite 
US index of geographic and socioeconomic factors 
expressed in residential zip code neighbourhoods from 
which consumer segments are formed. 

probability sample Sample where there is a known 
probabilistic relationship between the sample and the 
population (i.e. simple random, systematic random, 
cluster and stratified samples). 

product adaptation Small changes in a global product to 
adapt it to a local market. 

product conspicuousness The degree to which a product 
stands out and is noticed. 

product image The ‘personality’ that consumers attribute 
to a product or brand. 

product life cycle The changing phases of new product 
adoption, widespread diffusion and replacement. 

product line extension A marketing strategy of adding 
related products to an already established brand (based 
on the stimulus generalisation theory). 

product positioning A marketing strategy designed to 
project a specific image for a product. 

product-specific goals The specifically branded or labelled 
products that consumers select to fulfil their needs. See 
also generic goals. 

product standardisation Making products uniform across 
all markets. 

Professional Dynametric Programs (PDP) A multiple trait 
personality test used to profile predictable behaviour. 

projective techniques Research procedures designed 
to identify consumers’ subconscious feelings and 
motivations. These tests often require consumers to 
interpret ambiguous stimuli such as incomplete 


sentences, cartoons or ink blots. 


proletariat Those people with limited ownership, organi- 
sational or skills assets. 

prospect theory All choices are evaluated in two stages: 
editing and evaluation stage. All transactions involve a 
form of risk and can be seen as a balance of losses and 
gains. 

psychoanalytic theory of personality Popular theory devel- 
oped by Sigmund Freud, which holds that unconscious 
needs and drives can determine human personality and 
behaviour. 

psychogenic needs See acquired needs. 

psychographic inventory A series of written statements 
designed to capture relevant aspects of a consumer's 
personality based on their responses to statements about 
their activities, interests, and opinions. 

psychographic segmentation Identifying segments of 
consumers based on their responses to statements about 
their activities, interests, and opinions. 

psychographics Intrinsic psychological, sociocultural 
and behavioural characteristics that reflect how an 
individual is likely to act in relation to consumption 
decisions; also referred to as lifestyle or AlOs. 

psychological field Represents the internal influences that 
affect consumers’ decision-making processes. 

psychological noise A barrier to message reception 
(e.g. competing advertising messages or distracting 
thoughts). See also cut through. 

psychological segmentation The division of a total potential 
market into smaller subgroups on the basis of intrinsic 
characteristics of the individual, such as personality, 
buying motives, lifestyle, attitudes or interests. 

psychology The study of the intrinsic qualities of individ- 
uals, such as their motivations, perception, personality 
and learning patterns. 

public policy A systematic view about how government and 
non-government bodies should handle major social 
issues, such as regulation, safety, food labelling and 
communications. 

purchase behaviour Behaviour of two types: trial (the 
exploratory phase in which consumers evaluate a product 
through use) and repeat purchase (in which consumers 
demonstrate some loyalty to the product or service). 

purchase cycle The average time between purchases of a 
product. 

purchase time The amount of time that elapses between 
consumer awareness of a new product or service and 
the point at which they either purchase or reject it. 

purchaser The person who undertakes the activities to 
procure or obtain the product or service. 

qualitative research Research based on describing markets 
in a way that captures their meaning and significance, 
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typically generated by in-depth interviews and group 
discussions. 

quantitative probability phase The phase of an in-depth 
segmentation study that identifies the prime segments 
to be pursued in such terms as members’ behaviour, 
attitude, demographic characteristics and media habits. 

quantitative research Research based on describing the 
market by the use of scales and other questions which 
produce numeric data using surveys or experimental 
methods. 

quintile One-fifth of a distribution (e.g. the upper quintile 
of income earners would comprise the top 20% of 
income earners). 

racial subculture A subculture categorised by race. 

rarik-order scale An attitude scale in which consumers are 
asked to rank items, products, stores or services along 
a dimension such as value for money. 

rate of adoption The percentage of potential adopters within 
a specific social system who have adopted a new product 
within a given period of time. 

rate of usage The frequency of use and repurchase of a 
particular product. 

rational motive Motive or goal based on economic or objec- 
tive criteria, such as price, size, weight or km/litre. 

rationalisation When individuals redefine a frustrating 
situation by inventing plausible reasons for not being 
able to attain their goals. 

reach The number of people, households or decision makers 
who have seen a particular advertisement at least once. 

reactance theory The theory that when a person’s freedom 
to engage in a particular behaviour is threatened, the 
behaviour becomes more attractive. 

recall and recognition post-test Conducted to determine 
whether consumers remember seeing a commercial and 
whether they recall its content. 

recency effect A theory that proposes that the last (i.e. most 
recent) message presented in a sequential series of 
messages tends to be remembered longest. See also 
primacy effect. 

recognition measure A research technique in which the 
consumer is shown a specific advertisement and asked 
whether he or she remembers having seen it. 

redundancy Repeated information. 

reference group A person or group that serves as a point 
of comparison (or reference) for an individual in the 
formation of either general or specific values, attitudes 
or behaviour. 

reference price Any price that a consumer uses as a basis 
for comparison in judging another price. 

referents Prominent people or groups that consumers look 
to, having an effect on their consumption. 
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regional subculture Type of subculture according to the 
geographical area a person lives in. 

rehearsal The silent, mental repetition of material. Also, 
the relating of new data to old data to make the former 
more meaningful. 

reinforcement A positive or negative outcome that influ- 
ences the likelihood that a specific behaviour will be 
repeated in the future in response to a particular cue or 
stimulus. 

reinforcing A desired outcome of certain communication 
messages, of which the intention is to strengthen 
particular beliefs (relating to a product). 

relationship marketing Marketing aimed at creating strong, 
lasting relationships with core groups of customers in 
order to strengthen their commitment to the marketing 
supplier and its products and services. 

relative advantage The degree to which potential customers 
perceive a new product to be superior to existing alter- 
natives. 

reliability The degree to which a measurement instrument 
is consistent in what it measures. 

religious subculture Type of subculture based upon 
religious affiliation. 

repeat purchase The act of repurchasing the same product 
or brand purchased earlier. 

repertoire of brands Group of brands bought in a particu- 
lar product category, over a period of time. 

repetition Some overlearning (repetition of information) 
increases the strength of the association between a 
conditioned stimulus and unconditioned stimulus. 

repositioning Strategy used by marketers to change the 
attributes consumers associate with a brand. 

reputational measures One of three approaches to measure 
social class, whereby community members are asked to 
judge the social class membership of other members in 
their community. See also key informant method. 

request for tender (RFT) A formal process for buying 
products by organisations. They make explicit the 
requirements for products and services and how they 
should be delivered. 

resonance The emotional fit between the theme of a 
message and the feelings of the consumer. 

response The reaction of an individual to a specific stimulus 
or cue. 

response style The way consumers respond to market 
research questions (e.g. in forming categories, or in esti- 
mating quantities and periods of time). 

retention Remembering of information; maintaining a 
customer. 

retrieval The stage of information processing in which indi- 
viduals recover information from long-term storage. 


ritual A type of symbolic activity consisting of a series 
of steps (multiple behaviours) occurring in a fixed 
sequence and repeated over time. 

ritualistic behaviour Any behaviour that a person has made 
into a ritual. 

roadblocking An element of communication that prevents 
the consumer accepting the persuasive message. 

Rokeach Value Survey A self-administered inventory 
consisting of 18 terminal values (i.e. personal goals) and 
18 instrumental values (i.e. ways of reaching personal 
goals). 

role A pattern of behaviour expected of an individual in a 
specific social position, such as the role of a mother, 
daughter, teacher or lawyer. One person may have a 
number of different roles, each of which is relevant in 
the context of a specific social situation. 

routinised response behaviour A habitual purchase response 
based on predetermined criteria. 

Roy Morgan Values Segments Ten values segments 
developed for Roy Morgan Research by the Horizons 
Network. 

salience Degree to which a stimulus (e.g. an advertisement) 
attracts attention. 

schema The total package of associations brought to mind 
when a cue is activated. 

seal of approval A product or service rating that serves 
as a positive endorsement to encourage consumers 
to act favourably to the product or service featured 
(e.g. Australian Direct Marketing Association Seal). 

secondary data Data that have been collected for reasons 
other than the specific research project at hand. 

secondary group A group of people who interact infre- 
quently or irregularly, such as two women who meet 
occasionally in the supermarket. 

secondary needs See acquired needs. 

secondary research Research information collected else- 
where or for another purpose which a marketer finds 
useful. See primary research. 

segmentation criteria Nine category types that are the most 
common bases for segmentation: geographic, demo- 
graphic, psychological, psychographic, sociocultural, 
use-related, use-situation, benefit sought and hybrid. 

selective attention A heightened awareness of stimuli 
relevant to one’s needs or interests. Also called selective 
perception. 

selective binding A technique that enables publishers to 
narrowly segment their subscription bases. 

selective exposure Conscious or subconscious exposure 
of the consumer to certain media or messages, and the 
subconscious or active avoidance of others. 


selective perception See selective attention. 


self-concept See self-image. 

self-designating method A method of measuring some 
aspect of consumer behaviour (such as opinion leader- 
ship) in which a person is asked to evaluate or describe 
his or her own attitudes or actions. 

self-gifts Gifts or treats a consumer will buy for himself 
or herself. 

self-identification People’s perception of the group or groups 
to which they belong (e.g. people who identify with 
their parents’ ethnic group). 

self-image The image a person has of himself or herself as 
a certain kind of person with certain characteristic traits, 
habits, possessions, relationships and behaviour. 

self-organising A business network that learns to grow, 
die or adapt within a broad framework that is flexible, 
multilevel and under constant review. 

self-perception theory A theory that suggests that con- 
sumers develop attitudes by reflecting on their own 
behaviour. 

self-regulation Where an industry body, such as ADMA, 
develops and polices a code of ethics that its members 
agree to follow. 

self-report attitude scales The measurement of consumer 
attitudes by self-scoring procedures, such as Likert 
scales, semantic differential scales or rank-order scales. 

self-reports Pen-and-pencil ‘tests’ completed by individuals 
concerning their own actions, attitudes or motivations in 
regard to a subject or product under study. 

semantic differential scale A series of bipolar adjectives 
(such as good—bad, hot—cold) that are anchored at the 
end of an odd-numbered (e.g. 5 or 7) set of points. 
Respondents are asked to rate an object (e.g. brand, 
company, service) on the basis of each attribute (i.e. 
bipolar pair) by choosing a scale point that best 
describes it. Treated as interval data. 

semiotics The study of symbols and the social meanings 
they convey. Often used to analyse the meanings of 
various consumption behaviours, rituals and advertising. 

sensation The immediate and direct response of the sensory 
organs to simple stimuli (e.g. colour, brightness, loud- 
ness, smoothness). 

sensory adaptation Accommodating (i.e. ‘getting used to’) 
certain repeated sensations, such as a loud noise, a 
bright light or a novel advertisement. 

sensory receptors The human organs (eyes, ears, nose, 
mouth, skin) that receive sensory inputs. 

sensory store According to information-processing theory, 
the place in which all sensory inputs are housed very 
briefly before passing into the short-term store. 

sex roles The roles assigned to males and females within 
the society in which they live. 
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shadow shopping Market research technique in which the 
researcher acts like an ordinary shopper, in order to 
evaluate the service actually delivered. 

Sheth family decision-making model One of several 
comprehensive models of consumer behaviour. 

Sheth-Newman-Gross model of consumption values One 
of several comprehensive models of consumer behaviour. 

shopping group Two or more people who shop together. 

short-term store In information-processing theory, the 
stage of real memory in which information received 
from the sensory store for processing is retained 
briefly before passing into the long-term store or being 
forgotten. 

simplifying decision strategy A strategy whereby the 
consumer evaluates alternative brands in terms of one 
relevant criterion. See also optimising decision strategy. 

simulation A promotional tactic that suggests to the target 
audience that it is appropriate to discuss a particular 
subject or product. 

single-component attitude model An attitude model 
consisting of just one overall affective, or ‘feeling’, 
component. 

single parent family Households consisting of one parent 
and at least one child. 

single-trait personality tests Measure just one trait, such 
as self-confidence. 

single-variable index The use of a single socioeconomic 
variable (such as income) to estimate an individual's 
relative social class. See also composite-variable index. 

skimming policy Strategy of charging high prices for a new 
product for a quick return on development costs. 

sleeper effect The tendency for persuasive communication 
to lose the impact of source credibility over time (i.e. the 
influence of a message from a high-credibility source 
tends to decrease over time; the influence of a message 
from a low-credibility source tends to increase over 
time). 

slice-of-life commercial Television commercial that depicts 
a typical person or family solving a problem by using 
the advertised product or service. It focuses on ‘real-life’ 
situations with which the viewer can identify. 

social character In the context of consumer behaviour, a 
personality trait that ranges on a continuum from inner- 
directedness (reliance on one’s own inner values or 
standards) to other-directedness (reliance on others 
for direction). 

social class The division of members of a society into a 
hierarchy of distinct status classes, so that members of 
each class have relatively the same status and members 
of all other classes have either higher or lower status. 


social judgment theory An individual’s processing of 
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information about an issue is determined by his or her 
involvement with the issue. 

social marketing The use of marketing concepts and tech- 
niques to win adoption of socially beneficial ideas. 

social prestige The status an individual has in society. 

social psychology The study of how individuals operate in 
a group. 

social risk The perceived risk that a poor product choice 
may result in social embarrassment. 

social self-image How consumers feel others see them. 

social status See social prestige. 

social system A physical, social or cultural environment to 
which people belong and within which they function. 

socialisation A process that includes imparting the basic 
values and modes of behaviour consistent with the 
culture. 

societal marketing concept A revision of the traditional 
marketing concept, suggesting that marketers should 
adhere to principles of social responsibility in the 
marketing of their goods and services, i.e. they must try 
to satisfy the needs and wants of their target markets 
in ways that preserve and enhance the well-being of 
consumers and society as a whole. 

sociocultural environment Consists of a wide range of 
non-commercial influences, such as comments of a 
friend, an editorial in the newspaper, usage by a family 
member etc. 

sociocultural segmentation variables Sociological or cultural 
variables such as social class, stage in the family life cycle, 
religion, race, nationality, values, beliefs or customs. 

socioeconomic profiles Target market profiles developed 
using family income, occupation and education that 
allow segments to be developed. 

socioeconomic status score (SES) A multi-variable social 
class measure used by research companies that combines 
occupational status, family income and educational 
attainment into one measure of social class standing. 

sociology An understanding of society and how it functions. 

sociometric method A method of measuring opinion 
leadership whereby the actual pattern or web of person- 
to-person informal communication is traced. 

source The initiator of a message. 

source credibility The perceived honesty and objectivity of 
the source of communication. 

specifiers Professionals such as architects or doctors who 
decide product or service choice on behalf of consumers. 

spin-doctor Public relations person whose job it is to make 
the best out of any political, business or environmental 
controversy. 

split brain theory See hemispheral lateralisation. 

spokesperson A celebrity who represents a brand or 


company over an extended period of time, often in 
print, television and personal appearances. Usually 
called a company (or corporate) spokesperson. 

SRI Values and Lifestyle Program (VALS2™) A research 
service that tracks marketing-relevant shifts in the 
beliefs, values and lifestyles of a sample of the popula- 
tion that has been divided into a small number of 
consumer segments. 

stages in the adoption process A five-stage process 
through which the consumer passes in making a decision 
of whether to try or not to try, or to continue or discon- 
tinue use of a product. The five stages are: awareness, 
interest, evaluation, trial, and adoption or rejection. 

standardised product A product (brand) sold in multiple 
(global) markets without any changes or modifications. 

Starch Readership Service A syndicated service that evalu- 
ates the effectiveness of magazine advertisements. 

status The relative prestige accorded to an individual within 
a specific group or social system. 

stereotypes Individuals tend to construct images in their 
minds of the meaning of different kinds of stimuli. 
These stereotypes serve as expectations of what 
specific situations or people or events will be like and 
are important determinants of how such stimuli are 
subsequently perceived. 

stimulation Promotional strategy that is sufficiently inter- 
esting and informative enough to provoke consumers 
into discussing the benefits of the product with others. 

stimulus Any unit of input to any of the senses. Examples 
of consumer stimuli include products, packages, brand 
names, advertisements and commercials. Also known 
as sensory input. 

stimulus ambiguity Where consumers are unsure of the 
meaning of information they receive in the environment 
(e.g. an unfamiliar icon in a computer package or an 
unfamiliar symbol on a product pack). 

stimulus discrimination The ability to select a specific 
stimulus from among similar stimuli because of per- 
ceived differences. 

stimulus generalisation The inability to perceive differences 
between slightly dissimilar stimuli. 

stimulus-response theory Theory which focuses on the 
observational study of what consumers do in response 
to the stimuli that impinge on them, rather than being 
concerned with mental processes such as cognition and 
emotion. See also positivist. 

storage The stage in information processing in which indi- 
viduals organise and reorganise information in long- 
term memory received from the short-term store. 

store image Consumers’ perceptions of the ‘personality’ of 
a store and the products it carries. 


straight rebuy A simple decision-making process, as in 
repeated purchase of items over time. 

strata A division or grouping of social class into discrete 
levels ordered hierarchically. 

subcultural interaction Because consumers are simultane- 
ously members of several subcultural groups, marketers 
must determine how consumers’ specific subcultural 
memberships interact to influence the consumer’s 
purchase decisions. 

subculture A distinct cultural group that exists as an 
identifiable segment within a larger, more complex 
society. 

subjective measurement of social class A method of 
measuring social class whereby people are asked to 
estimate their own social class position. 

subjective norm A consumer's perception of whether other 
people want them to engage in that behaviour. 

sublimation The manifestation of repressed needs in a 
socially acceptable form of behaviour; a type of defence 
mechanism. 

subliminal embeds Symbols implanted in print advertise- 
ments, presumed to appeal to consumers below the level 
of their conscious awareness. 

subliminal perception Perception of very weak or rapid 
stimuli received below the level of conscious awareness. 

substitute goal A goal that replaces an individual's primary 
goal when that goal becomes unattainable. 

superego In Freudian theory, the part of the personality that 
reflects society’s moral and ethical codes of conduct. See 
also id and ego. 

supply chain A network of organisations from initial 
producer of raw materials to end user. 

supraliminal perception Perception of stimuli at or above 
the level of conscious awareness. 

surrogate cues Evidence that consumers use to make judg- 
ments about a product or service where they lack direct 
information (e.g. a consumer can estimate the quality of 
an unfamiliar product by its price). 

symbol Anything that stands for something else. 

symbolic adopters Consumers who believe the product is 
for them but have yet to adopt it. 

symbolic group A group with which an individual identi- 
fies by adopting its values, attitudes or behaviour, 
despite the unlikelihood of future membership. 

symbolic rejectors Consumers who know of the product 
but have decided that it is not for them. 

syncratic (joint) decision A purchase decision that is made 
jointly by both spouses. 

tachistoscope Device for showing a picture, product or 
advertisement for a very brief period. Marketers have 
used it to study product and pack recognition. 
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targeting The selection of a distinct market segment at 
which to direct a marketing strategy. 

TARP (target audience rating point) The average propor- 
tion of the target audience who have been exposed to an 
ad. A TARP of 100 would mean that, on average, each 
member of the target audience has seen an ad once. 

technical learning of culture Learning in which teachers 
instruct the child in an educational environment about 
what should be done, how it should be done and why it 
should be done. 

teleology An ethical philosophy which considers the moral 
worth of a behaviour as determined by its consequences. 
See also utilitarianism. 

telephone survey A method of collecting data via the tele- 
phone. 

tensile price claims Specific phrases that are used to 
promote a range of price discounts. 

testimonial A promotional technique in which a celebrity 
who has used a product or service speaks highly of its 
benefits in order to influence consumers to buy. 

theory A hypothesis (or group of hypotheses) that offers 
an explanation of behaviour. 

theory of reasoned action A comprehensive theory of the 
interrelationships among attitudes, intentions and 
behaviour. 

theory of trying Recasts the theory of reasoned action 
model by replacing behaviour with trying to behave (i.e. 
consume) as the variable to be explained or predicted. 

three-hit theory A theory that proposes that the optimum 
number of exposures to an advertisement to induce 
learning is three: one to gain consumers’ awareness, a 
second to show the relevance of the product, and a third 
to show its benefits. 

time risk The perceived risk that the time spent in product 
search may be wasted if the product does not perform 
as expected. 

Trade Practices Act 1974 A legislative Act of parliament 
that was passed to regulate business in its dealings with 
consumers and business. 

trait Any distinguishing, relatively enduring way in which 
one individual differs from another. 

trait theory A theory of personality that focuses on the 
measurement of specific psychological characteristics. 

transformational motivation Describes the positive moti- 
vation generated by advertising that provides sensory 
gratification, intellectual stimulation or social approval. 

trial The fourth stage of the traditional adoption process in 
which the consumer tries the product innovation on a 
limited basis. 

trial adopters Consumers who have tried the product but 
have not made an actual purchase. 
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trial purchase A type of purchase behaviour in which the 
consumer purchases a product (usually in a small size) 
in order to evaluate it. 

trial rejectors Consumers who try a product but find it to 
be lacking. 

trialability The degree to which a new product is cap- 
able of being tried by consumers on a limited basis 
(e.g. through free samples or small-size packages). 

tricomponent attitude model An attitude model consisting 
of three parts: a cognitive (knowledge) component, an 
affective (feeling) component, and a conative (doing) 
component. 

two-sided (refutational) message A two-sided message also 
includes some negatives, thereby enhancing the credi- 
bility of the message. 

two-step flow of communication theory A communication 
model that portrays opinion leaders as direct receivers 
of information from mass media sources who then inter- 
pret and transmit this information to the general public. 

unaided recall An advertising measurement technique 
in which respondents are asked to recall advertisements 
they have seen, with no cues as to the identity or 
product class of the advertisements to be recalled. Often 
used to measure the influence of timing on learning 
schedules. 

unaware group Consumers who do not know about the 
innovation or do not have enough information to make 
a decision about the product yet. 

unconditioned stimulus Stimulus that consumers react to 
without learning. 

unconscionable lies Deceptive advertisements in which 
completely false claims are made intentionally. 

unconscious needs Hidden, deep-seated drives or motiva- 
tions which consumers have. 

unfair advertising Advertising in which the advertiser 
withholds information that could result in damage to 
consumers. 

unfounded rumours Negative comments that are untrue 
and which can sweep through the marketplace to the 
detriment of a product or service. 

unintended audiences Includes everyone who is exposed 
to an advertising message, but who is not specifically 
targeted by the source. 

upward mobility Displayed by people whose affluence is 
increasing, relative to the rest of society. 

use-related segmentation Popular and effective form of 
segmentation that categorises consumers in terms of 
product, service or brand usage characteristics, such as 
usage rate, awareness status and degree of brand loyalty. 

user-situation segmentation Based on the idea that the 
occasion or situation often determines what consumers 


will purchase or consume (i.e. special usage situations, 
certain products for certain situations, such as bridal 
wear). 

utilitarian function A component -of the functional 
approach to attitude-change theory that suggests 
consumers hold certain attitudes partly because of the 
brand’s utility. 

utilitarianism A teleological theory best summarised by the 
idea of ‘the greatest good for the greatest number’. 

validity The degree to which a measurement instrument 
accurately reflects what it is designed to measure. 

VALS2™ See SRI Values and Lifestyle Program. 

value-expressive function A component of the functional 
approach to attitude-change theory, suggesting that 
attitudes express consumers’ general values, lifestyle 
and outlook. 

value pricing Based on products of high quality in their 
product class that are marketed at the lowest possible 
price. 

values Relatively enduring beliefs that serve as guides for 
what is considered ‘appropriate’ behaviour and are 
widely accepted by the members of a society. 

values instruments Data collection instruments used to ask 
people how they feel about basic personal and social 
concepts such as freedom, comfort, national security 
and peace. 

variable A thing or idea that may vary (i.e. assume a suc- 
cession of values). 

variety seeking A personality trait, similar to OSL, that 
measures a consumer’s degree of variety seeking, related 
to exploratory purchase behaviour, vicarious exploration 
and/or use innovativeness. 

venturesomeness A personality trait that measures a 
consumer's willingness to accept the risk of purchasing 
innovative products. 

verbal communication A message based on the spoken or 
written word. 

verbalisers Consumers who prefer verbal information and 
products, such as membership in CD or book clubs. See 
also visualisers. 

viral marketing A marketing strategy that encourages 
consumers to pass on a marketing message to other 
consumers, such that the potential for awareness and 
influence growth of that message is exponential (the 
spread of the message is akin to a virus). 

virtual organisation Comes from one or more organisations 
working closely together so that they mostly behave like 
a single organisation. 

visual communication Non-verbal stimuli such as photo- 


graphs or illustrations commonly used in advertising to 
convey or add meaning to a message or to reinforce 
message arguments. 

visualisers Consumers who prefer information and products 
that stress the visual, such as membership in a videotape 
club. See also verbalisers. 

visualisers vs verbalisers Type of cognitive personality 
trait that can influence consumer behaviour. See also 
visualisers and verbalisers. 

voluntary simplifiers A segment of consumers who select 
uncomplicated lifestyles designed to maximise the 
amount of control they have over their own lives. 

voter behaviour The activities of individuals prior to or 
during an election campaign (see consumer behaviour). 

WAPI (Web Assisted Personal Interviewing) A method of 
interviewing respondents via the Web. 

Warner’s ISC See index of status characteristics (ISC). 

wearout The point at which repeated exposure to a 
stimulus, such as an advertising message, no longer 
has a positive or reinforcing influence on attitudes or 
behaviour. 

Weber's law A theory concerning the perceived differenti- 
ation of similar stimuli of varying intensities (i.e. the 
stronger the initial stimulus, the greater the additional 
intensity needed for the second stimulus to be perceived 
as different). 

wife-dominated Households where the wife makes a dis- 
proportionate number of purchase decisions. 

word-of-mouth (WOM) Informal conversations concern- 
ing a product or service. 

work group A group formed and sustained on the basis of 
work/employment interactions. 

world brand Product that is manufactured, packaged and 
distributed in the same way, regardless of the country 
in which it is sold. 

Yankelovich MONITOR® A research service that tracks 
over 50 social trends, and provides information as to 
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